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Statement of Engagement  

 

Sustainable & Responsible Investment is an essential part of the strategic positioning and behavior of Candriam. 
We have been involved in SRI since 1996 and welcome the European SRI Transparency Code. 
 

This is the first transparency code for this Circular Economy and Oncology strategies and the second code for the 
Climate Action strategy This is part of our tenth statement of commitment and covers the period 2020-2021. Our 
full response to the European SRI Transparency Code can be accessed below and is available in the annual report 
of the retail funds and on our website. 

 

Please note that we have also drafted Transparency codes for: 
 

 Article 9 sustainable strategies; 
 Strategies which invest in sustainable & responsible companies in emerging markets; 

 European strategies, which invest in innovative & responsible companies in Europe; 

 Other Equities, Bonds & Multi-Assets strategies classified as Article 8; 

 Index strategies, which incorporate ESG criteria into their investment process, in accordance with a 
dedicated index management strategy; 

 ETF strategies, which integrate ESG criteria into their investment processes. 
 

The responses to the European SRI Transparency Codes for all the above-mentioned funds are available on our 
corporate website and our dedicated SRI website: https://www.candriam.com/en/professional/market-
insights/sri- publications/. 
 
 

 

 

Compliance with the Transparency Code 

Candriam is committed to transparency and we believe that we are as transparent as possible given the regulatory 

and competitive environments that exist in the countries in which we operate. Candriam meets the full 

recommendations of the European SRI Transparency Code. 

 

March 2021 

 

  

  

http://www.candriam.com/en/professional/market-insights/sri-
http://www.candriam.com/en/professional/market-insights/sri-
http://www.candriam.com/en/professional/market-insights/sri-
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1. List of Funds Covered by the Code 

Dominant/preferred SRI 

strategy  

(Please choose a maximum of 2 

strategies)  

Asset Class Exclusions standards and 
norms 

Labels 

 Best in class Investment 

Section  

 Engagement & Voting 

 ESG Integration  

 Exclusion 

 Impact investing 

 Norms-based Screening 

  Sustainability Themed  

 

 

Passively managed 

 Passive investing – core 
benchmark: specify the index 
tracking 

 Passive investing –ESG/SRI 
benchmark: specify the index 
tracking 

 

Actively managed  
 Shares in a euro area country 

 Shares in an EU country 

 International Shares  

  Bonds and other debt 
securities denominated in euro 

  International bonds and other 
debt securities   

  Monetary assets 

  Short-term assets  

 Structured funds  

 

 

Controversial weapons 

Alcohol 

Tobacco 

Arms 

Nuclear power 

Human rights 

Labour rights 

Gambling 

Pornography 

Animal testing 

 Conflict minerals 

Biodiversity 

Deforestation 

 CO2 intensive (including 

coal) 

 Genetic engineering  

 Other (please specify)  
 
  Global Compact  
 
 OECD Guidelines for 
MNCs 
 
 ILO Conventions  
 

  Other (please specify) 
-Conventional and 
Unconventional oil & gas  
 

 

 French SRI label 

 French TEEC label 

  French CIES label 

  Luxflag Label 

  FNG Label 

  Austrian 

Ecolabel 

 Other (please 

specify) 

Towards 

Sustainability 

(Climate Action 

strategy) 

  *Exclusions vary across strategies, please refer to question 3.5 for information on specific 
strategies. 
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In accordance with legal requirements, please refer to our website to access information regarding specific funds in 
our SRI fund range available in your jurisdiction and information on the corresponding Transparency Code: 

 

 Belgium: 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf 

 

 Austria: 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf 

 

 France: 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf 

 

 Germany 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf 

 

 Ireland 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf 

 

 Italy 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf 

 

 Luxembourg 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf 

 

 Netherlands 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf 

 

 Switzerland  
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf 

 

 United Kingdom 
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/uk-transparency-codes-fund-registration-table.pdf 

 

 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/uk-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/uk-transparency-codes-fund-registration-table.pdf
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2. General information about the fund management company 

2.1. Name of the fund management company that manages the applicant fund(s) 

 

The portfolio management companies that manage the applicant funds are the following:. 

Candriam Belgium  

Avenue des Arts, 58 

1000 Brussels – Belgium  

 

Candriam Luxembourg  

Serenity Bloc B  

19-21 route d’Arlon  

L-8009 STRASSEN 

 

Please consult our website for further information: www.candriam.com. This code applies to the following thematic 
strategies managed by Candriam: Circular Economy and Climate Action. 

Any question regarding sustainable and responsible investment (SRI) at Candriam can be e-mailed to the following 
address:    investor.support@candriam.com. 

 

2.2. What are the company’s track record and principles when it comes to integrating 
SRI into its processes? 

Sustainability is rooted in Candriam's operating model and forms a key part of our corporate culture. Our 
sustainable development strategy leads us to incorporate the overall trends that will shape the world of tomorrow 
when defining our strategic operational choices. This strategy aims to establish and maintain a balance between, 
on the one hand, responsible behaviour towards all stakeholders and, on the other, (a) the synergies between our 
SRI and traditional investment activities, and (b) the determination to run the company in consideration of the 
Environment and of Society. 
 
Candriam has been managing Sustainable Investments since 1996. As a responsible asset manager for over two 
decades, we are committed to the continuous development of our long-standing and holistic Environmental, Social, 
and Governance analysis approaches, and to the on-going expansion of our large range of SRI investment 
products. All ESG processes, both active and indexed, are covered by publicly-available transparency and 
methodology descriptions such as the Eurosif Transparency Codes.  
 
To increase the visibility of sustainable investments to the financial community, we offer investors an SRI solution 
alongside the traditional investment process whenever possible. We increasingly integrate Environmental, Social, 
and Governance criteria into all our investment processes.  
 
As a sustainable asset manager, Candriam recognizes the importance of taking into account sustainability risks 
and opportunities in the portfolios it manages and to duly consider sustainability impacts. 
 

mailto:investor.support@candriam.com
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Milestones in Candriam’s Environmental, Social, and Governance Investing: 
 
1996 -- First Sustainable Equity Fund. In 1996, Candriam’s predecessor company, Cordius Asset Management, 
offered investors our first Sustainable Equity Fund.  
 
2003 -- Structured Proxy Voting System Established. Candriam was a pioneer among Belgian investment 
managers in exercising the voting rights of its clients to improve investment returns. In 2003 we began a systematic 
and structured proxy voting effort.   
 
2005 -- Proprietary Environmental, Social, and Governance research. In 2005, Candriam launched its in-house 
ESG analysis. Our ESG approach is based on a sophisticated set of ESG factors and performance indicators in six 
stakeholder domains, which is Investors, Human Capital, Environment, Suppliers, Customers, and Society, and are 
the core of Candriam’s approach to Sustainable and Responsible investing.   
 
 
2005 -- Engagement Embedded in the Research Process. Our Engagement activities began at the outset of our  
in-house ESG research in 2005. Engagement arose from our dialogues with companies to obtain additional 
information. Our direct engagement with companies has grown organically over the years; for Candriam, Dialogue 
is synonymous with ESG Research.  
 
2006 –- Founding Signatory of the UN Principles for Responsible Investing. Candriam was present at the birth 
of the PRI. Candriam has been participating in industry working groups and sustainable investing organisations 
since 2003.  
 
2008 – Emerging Markets ESG Investing. We believe that analysing ESG issues in Emerging Markets requires a 
different approach to accommodate the lower levels of information and transparency, as well as lower levels of 
issuer and investor experience with ESG factors.  
 
2009 –- ESG country framework established. Our analysis of sovereign and related issuers, based on the four 
pillars of Human Capital, Natural Capital, Social Capital, and Economic Capital. 
 
2010 – ESG Indexed Funds – In 2010, following the controversial armaments exclusions firm-wide, Candriam 
decided to apply its SRI screening to its indexed fund range 
 
2016 --- Engagement: from Initiation to Influence. In 2016, we significantly increased our commitment by 
dedicating a group of our experienced Sustainable Investing professionals to full-time coordination of our decade-
long efforts. Currently, we are putting our Engagement efforts behind three ‘Conviction Topics’: Corruption, Energy 
Transition, and Well-Being at Work.  
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2017 --- Responsible Investing in Emerging Market Debt and High Yield Debt. In 2017, our expansion of our 
ESG included SRI Bond Emerging Markets, and SRI Bond Global High Yield. Five Candriam SRI funds were 
awarded AFNOR Certifications by the French-government-backed organization, making our High Yield fund the 
first to receive an SRI label. 
 
2017 – Helping to Train the Next Generation of Responsible Investors – In October, 2017, Candriam launched 
the Academy for Sustainable and Responsible Investing. The Candriam Academy aims to raise awareness, 
promote education, and improve knowledge of sustainable investing via an innovative and accredited online 
educational platform.  
 
2018 --- Launch of Fossil Free funds. Launch in September 2018 of two Candriam Fossil Free funds to support 
investors moving towards carbon neutrality. 
 
2018 --- Exclusion of Thermal Coal and Tobacco from all investments. In 2018, all Candriam strategies 
divested from companies with more than 10% of their activities in thermal coal, and from any companies which 
initiate new thermal coal projects, based both on stranded asset and sustainability considerations. Candriam also 
divested from any companies with more than 5% of their activities stemming from tobacco. These exclusions 
demonstrate our commitment to both investment performance and responsibility.  
 
2019 --- Launch of Climate Action strategy. Launched in May 2019, the fund invests in companies providing 
tangible solutions in terms of mitigation and adaptation to Climate Change.  
 
2020 --- Launch of Circular Economy strategy. Launched in April 2020, the strategy invests in companies 
providing solutions/services in the advancement of a more sustainable economic model.  
 
2020 and beyond – Holistic Integration of Sustainability in Finance. In 2020 and beyond, we plan to continue 
to innovate and develop new sustainable investment solutions, as well as to increasingly integrate ESG risks and 
opportunities in all our investments, drawing on our more than two decades of experience in sustainable investing.  

 

2.3. How does the company formalise its sustainable investment process?  

Responsible Investment Policy – We have actively incorporated ESG analysis in our investing since 1996.  

At Candriam, we believe that a company’s long-term value is not purely measurable by purely financial metrics. By 
evaluating ESG criteria, investors can identify additional factors which affect a company’s long-term value. 

ESG considerations are central to Candriam’s investment philosophy.  To this end, Candriam’s company-wide 
controversial activities policy integrates ESG factors including exclusions on controversial weapons, thermal coal 
and tobacco.   

The policy is applicable to all funds for which Candriam has the full discretion as management company and 
investment manager. Except if otherwise agreed between the relevant parties, the following portfolios are therefore 
excluded from the scope of this policy: 

 Funds for which Candriam is the Management Company but has delegated the investment management 

activity to another entity. 

 Funds for which Candriam is not the Management Company but has received the investment management 

activity through a delegation by another entity. 

 Fund of Funds managed by Candriam where the underlying funds are not managed by Candriam. 
 

For third-party discretionary portfolio mandates, company-wide exclusions are applied if parties so agree.For 
additional information, please find Company-Wide Exclusion Policy published on our website: 

https://www.candriam.com/siteassets/medias/publications/sri-publications---candriam-policies/exclusion-policy.pdf 

  

In addition to publishing our Transparency Codes, Candriam formalises its responsible investment process through 
publishing its Sustainability Risk Policy, followed by its Engagement and Proxy Voting Policies:  

https://www.candriam.com/siteassets/medias/publications/sri-publications---candriam-policies/exclusion-policy.pdf
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https://www.candriam.com/492d3f/siteassets/medias/publications/sfdr/sustainability-risk-policy.pdf 

https://www.candriam.com/4b0e56/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/engagement-policy/candriam_engagement_policy.pdf 

https://www.candriam.com/4af6b1/siteassets/medias/publications/brochure/corporate-brochures-and-reports/proxy-
voting/proxy-voting-policy_2020.pdf 

 

Integration of Sustainable Practices at Candriam  - Sustainability is embedded in Candriam’s business model 
and forms an essential part of our culture. We are committed to incorporating the global trends that will shape 
tomorrow’s world in our strategic business choices and our daily life. We balance responsible behaviour towards 
our stakeholders with the synergies between our ESG and traditional financial investment activities, as well as with 
our role in environmental and societal stewardship. 

We offer transparency through our annual review of our own internal Environmental, Social, and Governance 
practices, and the results are published in our annual Corporate Sustainability Report (CSR). Candriam’s CSR lists 
our concrete achievements and our ‘deliverables’ in our commitment to develop our own company responsibly. The 
latest version is available on our corporate website at https://www.candriam.com. 

Commitment at all levels is essential. Our Group Strategic Committee regularly assesses our relevant sustainability 
challenges to determine how Candriam should manage our stakeholder relations and how we should attune our 
business model and practices to all of these long-term challenges. 

In 2020, we further clarified the firm’s sustainability governance:  

 A Strategic Sustainability Committee meet regularly : the GSC, supported by Candriam’s ESG and CSR 
experts, sets out the strategic orientations for both ESG investing ( both product and commercial wise) and 
CSR.  

 A company-wide Sustainability Risk Committee, reporting into GSC, assesses corporate reputational & 
financial risks regarding sustainability including climate risks and defines a controversial Company and 
Country Watch list for all Candriam’s activities 

 The Proxy Voting Committee furnishes strategic guidance on Proxy Voting best practices and monitor 
Candriam’s voting policy  

 The Candriam Institute for Sustainable Development oversees Candriam’s Philanthropy and 
community-impact program, through the support of initiatives in ESG Research & Education and in the 
Social Impact domain.  

 The ESG Steering coordinates the implementation of the strategic ESG Roadmap, relying on several agile 
investments, operational and IT workstreams.  

 The CSR Steering oversees and coordinates the implementation of the CSR Roadmap across the axes of 
Staff, Clients, Operational Value Chain, Governance and Community.  

As an investment manager, we strive to integrate ESG across all processes, offering the best services and 
products in ESG Investing. As a company, we commit to upholding the highest sustainability standards in every 
dimension of our business and we believe that our new ESG Governance Framework will allow us to so in a 
more efficient manner.   

 

2.4. How are ESG risks and opportunities – including those linked to climate change – 
understood/taken into account by company? 

Candriam considers that a company's long-term value is not solely influenced by financial criteria such as 
income or growth in the operating margin. By incorporating environmental, social and governance (ESG) criteria, 
we identify other factors liable to influence a company's value and competitiveness over the medium and long 
term. Within the analysis of Environmental factors, we take into account a company’s exposure and strategy in 
terms of Climate Change.  
 
The inclusion of ESG factors rounds out the assessment of risks incurred by issuers. These risks can be broken 
down into four categories: 
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 Operational risk: risk of losses stemming from a failure or inadequacy in an institution's procedures, 
staff, internal systems or due to external events. 

 Reputational risk: risk of loss in enterprise value stemming from the materialisation of a risk, 
affecting the perception of the company held by its clients, shareholders, counterparties, regulators 
or investors. 

 Strategic risk: risk of losses stemming from an actual or potential risk, affecting capital and profit, 
and resulting from changes in business model or adverse commercial decisions, a lack of 
responsiveness to a market development, or the inappropriate implementation of decisions. 

 Financial risk: risks arising from banking and financial activities, predominantly including foreign 
exchange, interest rate and liquidity risks. 

 

More specifically, climate change is a source of financial and reputational risk for investors. There are two types 
of climate risks: physical risks and risks associated with a transition to a low-carbon economy. 

 

Physical risks 
 

Physical risks cover immediate material and financial aspects, as well as operational aspects (e.g. production 
halts, water scarcity) and reputational aspects (e.g. conflicts with local populations, major migratory flows). 

 

Transition risks 
 

Searching for solutions to climate change issues can generate risks and opportunities for some 

sectors/companies. In particular, these risks cover: 

• Changes in prices of energy resources and energy efficiency, with the added drawback of 
leaving companies with stranded assets: 

 

- Reduction of renewable energy costs, and increase in supply of renewable energies, have 
driven down demand for the highest-polluting energies (with coal in the lead); 

 

- Reserves of the highest-polluting energies may end up never being used, forcing the 
owners to write them off. 

 

• Changes in anti-pollution tax systems and more restrictive carbon markets, driving up prices of 
CO2 per metric ton; 

• Financing risk for companies active in high-polluting sectors or involved with obsolete energy 
activities: 

• This risk has arisen due to the growing preference of clients and other stakeholders for 
energy transition financing and associated risks. 

 

Type of Risks 
 

 
 
RISKS 

 
 

OPERATIONAL 

 
 

REPUTATIONAL 

 
 

STRATEGIC 

 
 

FINANCIAL 

 

 
Physical risks 

 



 



  

 
Transition risks 

- asset value 
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Transition risks 

- legal and market 

constraints 

 



  



 



 
Transition risks 

- financing/funding 

  



  



 

Candriam decided to exclude companies on a firm-wide level displaying more than 10% in thermal coal activities 
and  those launching new projects in order to take into account potential stranded assets linked to climate change. 
 
At Candriam, the inclusion of ESG criteria is the first step in the responsible investment process. Candriam’s SRI 
analysis is designed to select those issuers that best manage the challenges related to sustainable development, 
including climate change and energy transition.  
 
All these issuers form the SRI universe. The investment portfolios are then compiled from this SRI universe 
and in accordance with analysts’ recommendations. This rigorous investment process ensures that short-, 
medium- and long-term ESG and financial risks and opportunities are taken into account and thus adds value 
to the investment as it enables the selection of issuers best positioned both from a financial point of view and from 
a sustainable-development point of view. 

 

To help investors manage the risks associated with climate change and to take advantage of the 
opportunities presented by the transition to a low-carbon economy, Candriam offers investment solutions such as 
 

- Excluding exposure to coal or the highest-polluting activities 
 

- “Low-carbon” solutions 
 

- Investment in green bonds 

 
- Thematic Strategies, including Climate Change  

 

These investment solutions are offered after reviewing the portfolio in terms of carbon footprint/exposure to 
fossil fuels and the portfolio's exposure profile in terms of energy mix with respect to the 2-degree global 
warming scenario. These solutions are developed in accordance with the financial risk/reward targets specific 
to the portfolio under analysis. 

 

For more information, visit our website https://www.candriam.com/en/professional/market-insights/article-
173 
 
Furthermore, as described in section 2.4, Candriam has implemented a firm-wide ESG governance structure to 
ensure proper oversight and information flow of ESG issues. Climate Risks are analysed by the Sustainability 
Risk Committee which assesses corporate reputational & financial risks. This committee reports directly into 
Candriam’s Group Strategic Committee.  

 

2.5. Which Teams are involved in the company’s sustainable investment activity?  

Candriam launched its first SRI fund in 1996. For more than 20 years now, the company has developed 
expertise in ESG analysis thanks to its dedicated ESG Team. The team comprises analysts who specialise in 
specific sectors, sovereign analysis and active engagement activities. The team has developed its own ESG 
analysis methodology applied to governments, corporations and supranational agencies/organisations.  

For the majority of our SRI strategies (i.e. strategies based on our proprietary industry-specific ESG materiality 
framework), the ESG analysts provide recommendations on issuers that determine the eligibility and, as a 
consequence, the ESG investment universe for the portfolio manager teams. The portfolio managers then 
apply their respective investment processes and select issuers from this ESG universe.  For specific  thematic 
strategies, the eligibility of issuers is determined in conjunction with the investment teams during dedicated committees.  

https://www.candriam.com/en/professional/market-insights/article-173
https://www.candriam.com/en/professional/market-insights/article-173
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Furthermore, in order to enhance synergies between the ESG Team and portfolio management teams, one or more 
portfolio managers/analysts on each portfolio management team are designed as “ESG Ambassadors.” 
The ESG analysts regularly take part in Portfolio Management Committees and on an ad hoc, monthly or 
quarterly basis the ESG ambassadors and ESG Team discuss ongoing projects and exchange ideas on ESG 
themes. 
 

2.6. How many employees are directly involved in the company’s sustainable 
investment activity? 

Across our front office teams, there are approximately 60 employees that are major stakeholders and directly 
involved in the company’s sustainable investment activity.   

 

2.7. Is the company involved in any RI initiatives? 

 

General Initiatives Environmental/Climate 
Initiatives 

Social Initiatives Governance 
Initiatives 

  ECCR – 
Ecumenical Council for 
Corporate 
Responsibility 

 EFAMA RI WG 

 European 
Commission's High-
Level Expert Group on 
Sustainable Finance 

  ICCR – Interfaith 
Center on Corporate 
Responsibility 

  National Asset 
Manager Association 
(RI Group) 

   PRI - Principles 
For Responsible 
Investment 

  SIFs - Sustainable 
Investment Fora 

 Other  

-Please refer to the 
section below for 
further information  

 CDP – Carbon 
Disclosure Project 
(including Climate 
Change, and Water and 
Forest programmes) 

  Climate Bond 
Initiative  

  Green Bond 
Principles  

 IIGCC – Institutional 
Investors Group on 
Climate Change  

 Montreal Carbon 
pledge  

 Paris Pledge for 
Action  

 Portfolio 
Decarbonization 
Coalition 

 Other: TCFD 

-Please refer to the 
section below for further 
information  

 Access to 
Medicine Foundation 

 Access to Nutrition 
Foundation 

 Accord on Fire and 
Building Safety in 
Bangladesh 

 Other  

-Please refer to the 
section below for 
further information 

 ICGN - International 
Corporate Governance 
Network 

 Other 

-Please refer to the 
section below for 
further information 

 

As a responsible asset manager, the United Nations Principles for Responsible Investment are an important 
initiative to support. 

We are proud to have been one of the first signatories to the UN-PRI. The PRIs are a voluntary initiative aimed at 
encouraging investors to include ESG (Environmental, Social & Governance) considerations in their investment 
decisions. 

The most recent version of the PRI Report is available on the PRI website: 

https://www.unpri.org/signatory-directory/ 

https://www.unpri.org/signatory-directory/
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Candriam has undertaken to observe and promote SRI principles, having signed a number of initiatives applicable 
to its activities as an investment firm: 

■ Candriam’s sustainable commitments 

We commit ourselves, as an investor or as a company, to behave in a responsible way. Here below are the 
statements we have signed or the initiatives we have joined accordingly: 

 

 

■ Collaborative Initiatives 

We join forces with other investors to secure greater leverage in calling on stakeholders to act responsibly. The 
table below shows collaborative initiatives active in 2019 but that Candriam had started to support in previous 
years, their impact and Candriam specific contributions: 
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2.8. What is the total number of SRI assets under the company’s management? 

Our assets under management dedicated to ESG-related products have reached €88 billion as of December 2020. 

2.9. What is the percentage of total SRI assets under the company’s management? 

As of December 2020, the firm’s assets under management dedicated to ESG-related products represent 63% of 
our total AUM. 

2.10. Which are the SRI funds publically managed by the company?  

In accordance with legal requirements, please refer to our website to access information regarding specific funds in 
our SRI fund rang e available in your jurisdiction and information on the corresponding Transparency Code: 

 Belgium: 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf 

 

 Austria: 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf 

 

 France: 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf 

 

 Germany 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf 

 

 Ireland 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf 

 

 Italy 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf 

 

 Luxembourg 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf 

 

 Netherlands 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf 

 

 Switzerland  

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf 

 

 United Kingdom 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/belgium-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/austria-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/france-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/germany-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/ireland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/italy-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/luxembourg-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/netherlands-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/switzerland-transparency-codes-fund-registration-table.pdf
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https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-
reports/transparency-codes/uk-transparency-codes-fund-registration-table.pd 

https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/uk-transparency-codes-fund-registration-table.pd
https://www.candriam.be/siteassets/medias/publications/brochure/corporate-brochures-and-reports/transparency-codes/uk-transparency-codes-fund-registration-table.pd
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3. General information about the SRI fund(s) that comes under the 
scope of the Code 

3.1. What is (are) the fund(s) aiming to achieve by integrating ESG factors?  

 
Candriam considers that a company's long-term value is not solely influenced by financial criteria such as 
income or growth in the operating margin. By incorporating environmental, social and governance (ESG) 
criteria, we identify other factors liable to influence a company's value and competitiveness over the medium and 
long term, which are not always immediately obvious in traditional financial analyses. External factors such as 
CO2 costs or health and safety standards affect most companies and issuers, either positively or negatively, 
when integrated into their economic model. Some factors offer a new opportunity while others are 
considered a threat to the business model. 
 
Due to the varying nature of each strategy’s investment process, the specific objectives of each strategy will 
vary and are disclosed via the links under the section 2.10 of this transparency code. 
 

For more information, please refer to section 3.1 of the relevant thematic chapter.  

3.2. What internal or external resources are used for ESG evaluation of the issuers 
who makes up the investment universe of the fund(s)? 

 
The ESG Investments & Research Team has developed its own ESG methodology applied to governments, 
corporations and supranational agencies/organisations. The portfolio managers then apply their respective 
investment processes and select issuers from this ESG universe. The ESG Analysts use internal and external 
research to feed their models.  
 
The Team strives to source information from diverse sources as we consider information from different providers 
to be complementary. This is as a result of providers’ varying coverage, methodologies, as well as culture which 
may ultimately lead to discrepancies in views and final ratings. These different assessments enable our ESG 
analysts to have a more holistic view of a company. 
 

Please find below an overview of the external ESG data providers used by the Team:  

 

 

Rating Agencies Certification Scope Types of Screening Link 

Equileap 

- 

International 

Companies 

Gender equality criteria  https://equileap.org/ 

Bloomberg Gender-

Equality 

Index 

International 

Companies 

International 

standardized reporting 

and disclosure method 

for workplace gender 

data. 

www.bloomberg.com/GEI 

 

MSCI ESG 

Research - 

International 

Companies 

ESG Criteria – 

Controversial Activities 

– Norms-based Criteria 

https://www.msci.com/esg-integration 

  

ISS-Ethix 
- 

Emerging 

Markets 

Companies 

Norms-based Criteria https://www.issgovernance.com/ 

http://www.bloomberg.com/GEI
https://www.msci.com/esg-integration
https://www.issgovernance.com/
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International 

Companies 

Screening criteria used 

to exclude the weapon 

industry 

  

  

  

S&P Trucost 

- 

International 

Companies 

Environmental Data 

Greenhouse gas 

emissions, energy mix, 

percentage of 

exposure to fossil fuels 

https://www.trucost.com/ 

  

Sustainalytics 
- 

International 

Companies 

ESG Criteria – 

Controversial Activities 

– Norms-based Criteria 

https://www.sustainalytics.com/ 

  

Wood Mackenzie 

- 

International 

Companies 

Energy and mining 

sectors  screening 

used to exclude 

unconventional 

extractions and 

thermal coal 

https://www.woodmac.com/  

ISS-Oekom 
- 

International 

Companies 

Sustainable 

Development Goals 

measurements  

https://www.issgovernance.com/esg/  

MapleCroft 

 

- 
Sovereign 

Issuers  

Country risk metrics 

and analysis  
https://www.maplecroft.com/ 

 

RepRisk 

 

- 
Sovereign 

Issuers  

ESG Country risk 

metrics and analysis  
https://www.reprisk.com/ 

 

EIU 

 

- 
Sovereign 

Issuers  

Country risk metrics 

and analysis 

Country energy data  

https://www.eiu.com/n/ 

 

PRS Group 

 
- 

Sovereign 

Issuers  

Quantitative 

data,  political risk and 

country risk ratings 

https://www.prsgroup.com/ 

 

Beyond Ratings 

- 

Sovereign 

Issuers 

ESG performance of 

economies - Sovereign 

Credit risk – Climate 

Objectives Alignment 

https://www.beyond-ratings.com/ 

 

Carbon4 Finance 
 

- 
International 

Companies 

Environemental Data 

based on energy 

transition & adaptation 

to climate change 

http://www.carbon4finance.com/ 

 

 

Furthermore, we also source information from academic experts, sector federations, the media, and 
NGOs.  Examples of NGOs used in analysis include: 

■    Freedom House: measure of freedom and democracy, understood via electoral process, political pluralism, 

functioning government, rule of law etc. (https://freedomhouse.org/) 

■    Fraser Institute: measure of human freedom, understood as the absence of coercive constraint 

(https://www.fraserinstitute.org/) 

https://www.trucost.com/
https://www.sustainalytics.com/
https://www.woodmac.com/
https://www.issgovernance.com/esg/
https://www.maplecroft.com/
https://www.reprisk.com/
https://www.eiu.com/n/
https://www.prsgroup.com/
https://www.beyond-ratings.com/
http://www.carbon4finance.com/
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■    Transparency International (CPI): measure of public sector corruption. (https://www.transparency.org/) 

■ Environmental Performance Index (EPI): ranks countries which are best addressing the environmental 

challenges that every nation faces 

■ Paris Equity Check: asses how fair are countries' climate pledges under the Paris agreement 

■ Ease of Doing Business Index: ranks countries on their ease of doing business 

  

Lastly, our ESG analysts obtain information from various International Organizations, which are either an integral 
part of the ESG Sovereign framework or serve as additional information in analysis. Examples of International 
organizations include: World Bank, IMF, World Health Organization, UN Programme for the Environment, 
International Labour Organisation, United Nations Development Programme, United Nations Organisation Food 
and Agriculture Organisation. 

For resources used for specific strategies, please refer to question 3.2 in the specific thematic chapter.  

 

3.3. What ESG criteria are taken into account by the fund(s)? 
 

The ESG approach and thematic framework vary for each strategy.  Nevertheless, all thematic strategies comprise 
the two common pillars: 
 

 Controversial Activities: exclusion of companies involved in selected activities that do not embody 

sustainability.  

 

 Norms-Based Analysis: companies that do not uphold the principles of the UN Global Compact are 

excluded. 
 
For additional information on the other pillars of the ESG approaches, please refer to the dedicated chapters for 
each specific strategy.   
 
In addition, ESG criteria is also taken into account in the investment process by leveraging on Candriam’s 
proprietary ESG approach. For additional information on ESG integration, please refer to section 4.1.  
 
For information regarding specific KPI’s applicable to the funds, please refer to the table available under 
the respective link under Section 1 - Fund Covered by the Code. 

 
 

  

3.4. What principles and criteria linked to climate change are taken into account in the 
Fund(s) 

 
All thematic strategies include climate-related controversial activities exclusions. In addition, depending on the 
strategy, climate change considerations may be embedded in the ESG analytical framework  
 
For further information, please refer to section 3.4 in the dedicated chapters for each specific strategy. 
 

3.5. What is the ESG analysis and evaluation methodology of the fund manager/fund 
management company (how is the investment universe built, what rating scale is 
used etc.)? 

  

Please find below further information on the norms-based and controversial activities analysis, which are fully 
common pillars to our thematic strategies. In addition, all of the strategies incorporate aspects of our proprietary 
ESG corporate framework either through or a dedicated ESG approach based on the same underlying pillars 
and/or  ESG integration. 
 

https://www.transparency.org/
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For additional information on the other pillars of the ESG approaches, please refer to the dedicated chapters for 
each specific ESG approach.  
 

 Controversial Activities    
 

A company's exposure to controversial activities is evaluated according to several parameters covering the 
following variables: 
 

- Type of involvement: the type of involvement (direct or indirect) is taken into account for each 
company evaluated (owners and operators, manufacturers and producers, retailers and suppliers, 
product suppliers or providers of support services, etc.); 

 

- Degree of involvement: this is based on an approach in terms of level of involvement and applied 
to all types of controversial activities. Production capacities or income stemming from such activities 
are generally used as key indicators. 

 

- Responsible policy: in addition to the type and degree of involvement, it is important to look at how 
the company addresses and perceives its potentially controversial activities. Consequently, the 
presence (or absence) of an appropriate, targeted responsible policy is critical to the purpose of this 
analysis. This type of policy acknowledges the company's involvement in a controversial activity, 
but also the existence of systems and practices designed to ensure that the activity is carried out 
responsibly. 

 

However, any companies exposed to the weapons industry are permanently excluded from the universe if: 
 

- they are involved in the manufacture or sale of anti-personnel mines, cluster bombs, depleted 
uranium weapons and/or chemical, nuclear or biological weapons, regardless of the income generated; 

- derive more than 5% of their total sales/revenues from the production, manufacturing, trade, testing or 
maintenance of white phosphorous weapons; the 5% threshold is adopted in order to acknowledge the 
fact that phosphorous is a dual-use substance; 

- generate more than 3% of their revenues from the manufacture or sale of conventional weapons. 
 

The exclusion thresholds for exposure to other controversial activities are shown in the table below: 

 

 

 

 

Exclusion  Oncology Strategy  Circular Economy & Climate Action  

Controversial 
Armaments 

 Any involvement in: 1/Anti-personnel Landmines, 2/Cluster Bombs, 3/Depleted 

Uranium,  4/Chemical Weapons, 5/ Biological Weapons 6/Nuclear Weapons 

 

 White Phosphorus: 5% revenue threshold 

Thermal Coal 
10% revenue threshold 

Companies with new projects 

Tobacco 5% revenue threshold 

Conventional 
Armaments 

  
3% revenue threshold 
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Electricity 
Generation 

Carbon Intensity > 393 (gCO2/kwH) 

If data is  not available: 

 % power production based on coal: >10% 

 % power production based on oil & gas >30% 

 % power production based on nuclear sources >30% 

Oil & Gas 
 Unconventional O&G : > 10% 

 Conventional Revenues based on natural gas or renewable energy < 40% 

Oppressive 
Regimes 

 Corporates: exclusion of companies with high human rights risks 

 Sovereigns: country on our oppressive regime list 

Adult Content 

  

5% revenue threshold 

Alcohol 10% revenue threshold 

Animal Testing 
No responsible policy and no legal requirement 
to test 

Gambling 5% revenue threshold 

GMO 10% and no responsible policy 

Nuclear Power 
 30% revenue threshold in in developed 

markets1  

 5% revenue threshold in Emerging Markets 
 
 

Please note that for Emerging Market issuers, we apply different thresholds for the controversial activities 
mentioned below: 

 Animal testing: no threshold  

 Genetic modification: no threshold 
 

 

For further information on Candriam's Exclusion policy, please refer to: 
https://www.candriam.fr/siteassets/medias/publications/brochure/corporate-brochures-and-reports/controversial-
activity/controversial-activity-policy-en-2019.pdf 
 
 

 Norms-Based Analysis 

The norms-based analysis determines whether a company complies with the 10 p rinciples of the United 
Nations Global Compact for each of the main categories: Human Rights (HR), Labour (L), Environment (ENV) 
and Anti-Corruption (COR). 

 

 

                                                      

 

1
 Threshold applies regardless of carbon intensity  

https://www.candriam.fr/siteassets/medias/publications/brochure/corporate-brochures-and-reports/controversial-activity/controversial-activity-policy-en-2019.pdf
https://www.candriam.fr/siteassets/medias/publications/brochure/corporate-brochures-and-reports/controversial-activity/controversial-activity-policy-en-2019.pdf
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Information regarding actual, suspected and/or related incidents or breaches of international standards are 
collected through external research combined with internal analyses performed by our SRI analysts.  
 
After identifying any breaches of the Global Compact principles, the analysis uses several parameters to 
evaluate the severity and magnitude of the breaches: 

 

- Temporal proximity: when did the incident happen and how long did it last? 
 

- Magnitude: what financial costs and environmental damage are related to the incident? 
 

- Credibility: does the incident involve allegations, legal proceedings, etc? 
 

- Recurrence: is this a one-off incident or is there proof of repeated incidents over a given period? 

 

Emphasis is also placed on a company's response when an incident occurs. A company that takes 
positive, responsible measures to ensure that such a breach does not happen again is considered more 
favourably than a company that does not acknowledge its responsibility and/or does not take any corrective 
measures. 

 

Based on this information and in accordance with the evaluation framework described above, the colour 
code is determined as follows for each of the four main categories. 

 

In order to successfully pass the norms-based analysis filter, issuers must not have been attributed a “red” 
in any of the four fields. Companies are permanently – monitored and continuously updated.  
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 ESG Proprietary Framework  
 

 Business Activities Analysis  
 

Business Activities:  Companies are exposed to major long-term ESG trends that can strongly influence the 
environment in which they operate and that may shape their future market challenges and long-term growth. We 
have identified five key sustainability trends: 

 

 

 
We group companies based on the industry or sector in which each company operates, its geographic location, 
business model. We determine the degree to which each industry group is exposed to the five major development 
challenges, and score them from 0 to +100. 
 
We assess a company exposure, through its revenue generation, assets, CAPEX etc., to five key sustainable 
challenges: Climate Change, Resource & Waste, Healthy Living & Well-being, Demographic Shifts and 
Digitalization & Innovation. 

 
For example, within the Mining sector, steel receives a 
more negative score on “Resources & Waste” than do 
metals of the platinum group; while within the Food 
sector, companies producing healthy products receive 
a more positive score than junk food.  

 
 
 

 
For each company, the score is the weighted average of the five key sustainable challenges, 
ranging from 0 to +100. A lower score reflects the company's lower exposure to these major challenges. 
 
 

 Stakeholder Analysis  
 

Relationships with stakeholders give rise to opportunities as well as risks, and are therefore determinants of 
long-term value. We evaluate the extent to which each company incorporates the interests of stakeholders in its 
long-term strategy. We have identified six categories of stakeholders:  
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We determine the relevance of each category based on qualitative and quantitative data. For instance, we may 
look at the degree of attention paid to shareholders; the frequency of certain events such as accidents and 
fines; the tangible or intangible financial impact of ESG issues, and the outlook and prospects for a company to 
improve or deteriorate in these measures. Based on the relevance, we determine weights for each category.  

 

 

For example, in the Pharmaceuticals sector, we place a strong weight on Customers, whilst in Financials for the 
banking sector, we place more emphasis on Investors. Within the broad categories, we also assign weight by 
materiality. For Pharmaceuticals, within the category of ‘relations with customers, we stress product quality and 
safety; for Financials, within the category of ‘relations for investors, we emphasize corporate governance.   
 
For Financials we place special emphasis is given to governance in the stakeholder management analysis.  
Governance is one of the most important issues for financial institutions. We assess this aspect by analyzing the 
following: 

 

- Board structure: Independence, expertise of directors, etc. 

- Auditors rotation (mitigates conflict of interest) 

- Remuneration: is the remuneration aligned ? 

- Share capital (avoiding share dilution) 

 
Furthermore, as part of our governance assessment, we incorporate the UNEP FI Principles. We verify if a bank 
is a signatory of the UNEP FI to assess its commitment towards the ESG issues.  Although this is not a hard 
criterion for exclusion, we believe that banks that have committed to these principles are more prone to display 
stronger ESG practices.  
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A single category can be represented by different indicators, depending on their relevance to the sector in question. 
For example, the category "health and safety" of employees is primarily assessed by looking at safety conditions on 
oil platforms in the Energy sector, whereas, in the Software sector, it would be assessed by looking at workplace 
stress and ergonomics indicators. 

 
For each theme addressed, the ESG analysis evaluates the strategies implemented by the company (relevance 
of the strategy developed, human and material resources allocated, pro-activity and follow-up) as well as 
the company's performances in each category relative to its competitors and the major trends in the sector. 
 
The combination of this evaluation and the weightings for each category of stakeholder relations obtained from 
Stakeholder analysis give the overall Stakeholder score (weighted average of the six individual stakeholder 
relations scores) for each company. The company's score ranges from 0 to 100. 
 

 ESG score  

 

The final ESG score of each issuer, which ranges from 0 to 100, is the combination of the Business Activities and 
the Stakeholders Analysis scores. 
 

3.6. How often is the ESG evaluation of the issuers reviewed? How are any 
controversies managed? 

 

Each sector and country is periodically analysed by assessing the evolution of sustainability trends, as well as the 
relevance and materiality of each model or framework used. 

The goal is to ensure that the models used by the analysts optimally reflect the sustainable development risks and 
opportunities affecting the sector in question. Companies are continuously monitored and the sector is reviewed at 
least twice a year.    

If there is a major event that may affect the rating assigned to a company (i.e. merger and acquisition, scandal, 
sustainability controversy etc.) or country (i.e. war, natural disaster, coup d'Etat, etc.), the ESG analyst will launch 
an alert on the issuer. 

There are several types of alerts that can be considered: 

 SRI Monitoring Alert (for information only): This alert explains how the ESG team assessed the incident or 

controversy, even if there is no immediate change in the decision about the company’s eligibility. 

 SRI Alert: This alert means that the portfolio manager will no longer be able to add to his position in this 

issuer. The output of an SRI Alert can be: 

o An immediate change in the final decision on the company’s eligibility criteria (from “eligible” for an 

SRI portfolio to “non-eligible”). In this case the portfolio manager must sell the position within a 1- 

month period. 

o No immediate change in the final decision on the company’s eligibility, but there is a high 

probability that there will be a change in the near future following the result of the analysis. No 

immediate selling is required. Within the following three months of the alert, the company will be 

reviewed according to the new information. A longer period for the revision is allowed when 

justified by objective reasons, such as, on-going dialogue with the company or awaiting the result 

of a lawsuit.  
 

For the Circular Economy and Climate Action strategies, there is an additional layer of monitoring of the eligible 
universe that is conducted by its dedicated Committee. Due to the concentrated nature of the universes, the 
Circular Economy and Climate Action Committee members are able to efficiently monitor all the issuers in the 
portfolio on a frequent basis and make any adjustments to the portfolio if required. For the Oncology strategy, a 
specific and dedicated monthly review process of the eligible universe has been implemented to ensure an 
additional layer of ESG quality monitoring.  
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4. Investment Process  

4.1. How are the results of the ESG research integrated into portfolio construction? 

Candriam's ESG investment process is a two-step process that first of all calls for the definition of the 
eligible investment universe, followed by a financial selection which includes ESG considerations to select issuers 
within the eligible ESG universe. Any investment outside the ESG universe is prohibited.  
 
The selection of ESG issuers is confirmed by the ESG team on a monthly basis, and on a one-off basis in 
exceptional circumstances.  
 
When there is a change in the ESG universe and an issuer is excluded, the approach consists in excluding this 
issuer from the SRI portfolios within a period of one month. Depending on market conditions, rare exceptions may 
be granted by the CIO, RM & the Global Head of ESG Investments & Research in order to accommodate, for 
example, a potential liquidity issue. 

 
The Risk Management department ensures that all securities in the portfolios comply with the ESG universe. 
 
The financial selection of issuers from within this ESG universe is based on financial analysis and the optimal 
management of risks and opportunities of the portfolio.  
  
 
ESG considerations are taken into account within the individual investment processes. Our ESG 
integration approach leverages on the frameworks and analysis conducted by the ESG Team.  The analysis and 
views resulting from the ESG analysis are embedded in our financial frameworks. The consideration of ESG 
aspects in the financial framework will impact the final issuer score/color and valuation for our equity strategies. 
To this end, integrating ESG considerations will ultimately impact the construction of the final portfolio.    
 
 

  ESG Integration for Equity Strategies  
 
At Candriam, we integrate ESG information and analysis into equity investment decisions in order to better assess 
the risks and opportunities that stem from the business activities and operations of companies. Respecting and 
preserving the distinct nature of each philosophy and approach across our range of fundamental, thematic and 
emerging markets funds, Candriam’s fundamental equity investment strategies are impacted at each of the 
following levels: Eligible Universe, Fundamental Analysis, Valuation and Portfolio Construction.  

Subsequent to definition of the eligible universe by the ESG Analysis (cfr. 3.5 of the specific thematic chapters), 
ESG criteria is embedded into the investment process as follows: 

1. Fundamental Analysis  

Candriam’s fundamental analysis is based on five pillars: Quality of Management, Business Growth, Competitive 

Advantage, Value Creation and Financial Leverage. Each of these pillars receives a colour/score that determines 

the final assessment of a company.  

 

Candriam’s fundamental equity strategies
2
 take into account the "Business Activities Analysis" and 

"Stakeholder Analysis" scores in fundamental analysis and “Company Valuation” as follows: 

 

                                                      

 

2
 Applicable for developed markets (Emerging Markets get a specific analysis) 
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Quality of Management 

In order to obtain a holistic view on the overall governance and soundness a company’s management, we assess a 
company’s relationships with several stakeholders by considering and integrating qualitative ESG information and 
quantitative ESG scores that result from the ESG stakeholder analysis.  

Further to the assessment of strategy, stability, track record, corporate communication and other financial criteria, 
we assess the Management team on its relationships with its stakeholders. 
 
The ESG Stakeholder analysis is taken into account in the Quality of Management assessment. If the 
company ‘stakeholder’ score belongs to the worst rated ESG companies, the ‘Quality of Management 
score’ cannot be ‘green’.  
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Business Growth 

In the assessment of business growth, the ESG Business Activities analysis of issuers is taken into account. 

Candriam has identified key long-term sustainability trends which strongly influence the environment in which 

companies operate and which influence their future market challenges and long-term growth and prosperity.   

 

The five defined key Sustainability Trends illustrated above are analysed in order to assess the growth potential in 
conjunction with other key market drivers and regulatory risk. 

More specifically, we consider the supply & demand dynamics as well as market drivers, the score resulting from 
the ESG Business Activities analysis, and potential regulation constraints to determine the overall score for the 
pillar.    

 

Competitive Advantage  

We perform an intrinsic analysis of products and services, R&D, customer support, and other areas relevant to the 
company's business, including opportunities and risks resulting from sustainability regulation considerations.   

We use the Porter concepts to analyse the competitive position of the company in its industry, such as the threat of 
new entrants, threat of substitutions, and the bargaining power of suppliers and customers.  

We check potential constraints resulting from sustainability regulation and assess their impact on the competitive 
advantage of the company, as well as risks and opportunities including  barrier to entry.  

For instance, given the ambitious climate objectives of many countries across the globe, there has been a strong 
emergence of regulations and legislations pertaining to emissions, pollution, amongst other environmental 
considerations. To this end, we expect companies that have business activities that positively contribute to those 
environmental objectives to outperform in the long run.  

This analysis leads to a qualitative view which is taken into account in our overall assessment in this pillar. 
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Final Fundamental Assessment 

 

For each criteria, companies receive one of the following scores or colors:  0/Red (weak), 1/Orange (medium) or 2 
/Green (strong quality). All the five scores are then compiled in order to get a global score/colour grade of the 
companies which determine the “quality score” of a company: “High Quality” (Green), “Satisfying Quality” (Orange) 
and “Low Quality” (Red). 

The ESG assessment is a contributing factor to determine the final colour/score of a company, which in 

turn will determine the weighting of this position in the final equity portfolio. 

 

 

2. Company Valuation 

We further evaluate the dynamics of their profitability and growth, the liquidity of the equity, and valuation. Our 
valuation is predominantly based on DCF models using at least five years of projected Free Cash Flow, based on 
our internal projections. 

We adjust the discount rate based on the final score/colour of a company which takes into account ESG criteria. 
For example, for green companies, we reduce the discounting rate within our DCF. This modification has a 
significant impact on the DCF- valuation. 

 
3. Portfolio Construction  

Within the eligible universe, the process is mainly colour-based, bottom-up stock selection; weightings in the 
portfolio are function of the global colours of the companies. The sector weight deviations from the 
benchmark are not a strategic objective; they result from our convictions on individual stocks, with top down sanity 
checks and other deviation boundaries.  

The weight is significantly impacted by the colour grade (including the ESG score), and the upside 
potential derived through our valuation analysis (that takes the ESG score into account as well).   

We favour companies that are 'green' in all aspects. An ‘orange’ company will have a lower weight and 'red' 
companies are in principle excluded, or extremely reduced, depending on the process. 

 

4.7. Does (do) the fund(s) use derivative instruments? 

 
Pursuant to the Prospectus, the fund may use derivatives.  However, the use of derivatives is not an 
integral part of the  strategies. 
 
In the ESG Risk Policy, the general principle on the use of derivatives is that it can only be used to cover 
positions. No net short positions are authorized, except in exceptional cases where adequate hedging cannot be 
achieved due to lack of instrument coverage. 
 
For all derivative transactions, the fund is required to use as counterparty, only those financial institutions 
that comply with the principles of the United Nations Global Compact, as described in Section 2 of Question 3.5 
of this Code at the time of the transaction. 
 
Please find below our standard policy on derivative instruments as defined by the ESG Risk Policy: 

 

 Interest rate futures: management of the funds in question involves the regular use of interest-rate 
futures based on government bonds belonging to the SRI universe, in order to adjust the  
portfolio's duration (upward or downward) across the different segments of the yield curve. These 
transactions are limited by the legal rules applicable to funds subject to the European Directive, i.e., to 
100% of the fund's assets (including other derivatives). As the underlying is included in the SRI universe, 
there is no impact on the fund's ESG quality. 

 

 Interest-rate swaps: management of the funds in question may involve the use of interest-rate swaps in 
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order to trade a fixed rate for a variable rate, if the counterparty belongs to the SRI universe. These 
transactions are limited by the legal rules applicable to funds subject to the European Directive, i.e., to 
100% of the fund's assets (including other derivatives). As the underlying is included in the SRI universe, 
there is no impact on the fund's ESG quality. 

 

 Equity swaps: these transactions are permitted, provided that the index or basket of shares meets the 
criteria of the SRI universe. 

 

 Credit derivative indices: management of the funds in question may involve the temporary use of credit-
derivative indices, in cases where the funds must quickly adjust their exposure to the markets. These 
positions are temporary (max one week) and are limited to 10% of the fund's assets. 

 

 Credit Default Swaps (CDS): the funds in question may use CDS on an SRI issuer in the portfolio if the 
counterparty to the transaction is a financial institution that also belongs to the SRI universe. As both the 
issuer subject to the CDS and the counterparty to the transaction belong to the SRI universe, these 
transactions have no impact on the fund's ESG quality. 

 

 Equity index futures: management of the funds in question may involve the temporary use of equity index 
futures, in cases where the funds must quickly adjust the portfolio's exposure to the equity markets. 
These positions are temporary (max one week) and are limited to 10% of the fund's assets. 

 

 Forwards: forwards are exclusively used to quickly adjust the portfolio's exposure to foreign exchange 
risk in the event of strong market fluctuations or a major change in the portfolio's composition. These 
transactions, which have no impact on the fund's ESG quality, have to be done with a credit institution that 
is part of the SRI universe. 

 

 Listed options / OTCs on individual equities or on bond issuers: these options are valid provided the 
issuers are in the SRI universe. 

 
Please note that investments in commodities as well as forward contracts on commodities are forbidden.  
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5. ESG Controls 

5.1. What internal and/or external control mechanisms are in place to ensure 
compliance of the portfolio with the ESG rules on managing the fund(s) as defined 
in section 4? 

At Candriam, several departments are in charge of internal control: risk management, internal audit and 
compliance. 
 

Each department is independent of the Fund Management Department and is placed directly under the authority 
of Candriam’s Group Strategic Committee. 
 

The risk management department ensures that the securities making up the portfolios comply with the 
eligible universe. 
 

One of the tools used by this department is the constraints server, a tool that combines all the constraints and 
limits required to manage the investment funds. It contains regulatory and contractual constraints as well as 
internal limits and constraints used to prevent operational errors. Constraints are applied, for example, to the: 
 

 Eligible investment universe; 
 

 list of authorised investments; 
 

 potential ratios (liquidity, dispersion) defined; 
 

 main regulatory constraints applicable to the fund; 
 

 "list of credit warnings" and "list of equity warnings". 
 

Once the constraints have been configured in the constraints server, any order entered by the portfolio 
manager is immediately checked against them before the order is sent to the markets (ex-ante control). The 
portfolio manager is alerted in the event of a breach of constraint. 

 

The Internal Audit Department carries out inspections and subsequently advises as necessary to ensure 
the performance and effective implementation of the internal control system in force. The inspection missions 
represent the lion’s share of the audit department’s work and aim to provide the Executive Committee with an 
objective and independent assessment of a particular domain (function, process, system, …).  
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6. Impact measures and ESG reporting 

6.1. How is the ESG quality of the fund(s) assessed?  

The ESG quality of the fund is assessed through internally developed ESG scores based on our proprietary ESG 
model (business activities analysis, stakeholder analysis, controversial activities and norms-based analysis).  The 
scores are measured against the fund’s benchmark.  We track the ESG quality using an overall ESG score as well 
as E, S and G scores, as illustrated below: 

 

 
 

Image provided for illustrative purposes only. 

 

The ESG score is currently tracked internally, we plan to disclose it in our reporting documents before the end of 
2020.   

 
  

6.2. What ESG indicators are used by the fund(s)? 

The following ESG indicators are available for our Thematic strategies (except for strategies launched in 2021): 

 Carbon Footprint: Carbon Footprint Metrics of an investment portfolio refers to measurement of 

greenhouse gas (GHG) emissions by summing the proportional GHG emissions of the underlying holdings, 

proportional to the share of ownership. For further information on the carbon footprint, please refer to the 

Appendix. 

 

 Water Consumption (not applicable for Oncology Impact): Measures the asset weighted water 

consumption of a portfolio normalized per million $ invested (expressed in cubic meters water / million 

$ invested). Data sourced from “Trucost”, does not include the supply of drinkable water and the 

wastewater that enters in the company’s facility to be treated. 

 

 Energy Mix: The Energy Mix of a portfolio refers to the mix (percentage-wise) of underlying energy 

sources used to generate electrical power by the underlying utility companies within a portfolio. 

 

 Waste Production (not applicable for Oncology Impact): Measures the asset weighted waste production of 

a portfolio normalized per million $ invested (expressed in tons of waste / million $ invested). Data sourced 

from “Trucost”, waste production data includes landfill waste, incinerated waste and nuclear waste. 

 

 Women on Boards: Asset weighted Percentage of Female Board Members at the companies held in 

portfolio. 

 

 Independent Board of Directors: Asset weighted Percentage of Independent Board Members at the 

companies held in portfolio. 
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 Collective bargaining agreements: This indicator provides an assessment of the extent that company’s 

employees are covered by collective bargaining agreements within the underlying companies of the 

portfolio.  

 
 UN Sustainable Development Goals (not yet available for Oncology Impact) -- The sustainability 

Development Goals (SDGs) are a collection of 17 global goals set by the United Nations General Assembly 

in 2015, to be achieved by year 2030.Through their activities, companies can directly contribute to the 

achievement of a number of these goals; by means of their employment policies, products and services, 

governance and by the way they integrate environmental and social goals into their operations.   

 

 

 

Image provided for illustrative purposes only. 

 

 Real Life Impacts -- We aim to go beyond transparency by providing investors with a better understanding 

of impact indicators.  We seek to bring these indicators to life in a more comprehensive manner for 

investors by providing real life examples of their contribution, as illustrated: 

 

 Emissions savings: The “Saving per 1 million € 

invested” indicator is based on the difference in Carbon Emissions 

between the Fund and the Reference Index. It compares this 

difference to the equivalent emissions from both commercial flights 

and family cars. For commercial flights, it is expressed in the 

number of return-flights from Brussels to New York in economy 

class. For family cars, it is expressed in the number of cars based 

on 13 000 km per year by cars emitting 120g CO2 per km on 

average (Source: Eurostat). 

Image provided for illustrative purposes only. 

 Water savings: The “Saving per 1 million €invested” 

indicator is based on the difference in Water Consumption 

between the Fund and the Reference Index. It compares this 

difference to the equivalent consumption from both the average 

household and number of showers. For households, it assumes an 

average daily consumption of 144 litres per person with 2.3 person 

per household. For showers, it assumes an average consumption 

of 40 litres per shower. 
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For the Oncology strategy, the following indicators are available: 

 Carbon Footprint  

 Energy Mix 

 Women on Boards  

 Independent Board of Directors   

 Collective bargaining agreements  

 Real Life Impacts --  Emissions savings 

 

The Climate Action, Circular Economy and Oncology strategies seek to  outperform the benchmark in 

terms of their carbon footprint.  

 

6.3. What communication resources are used to provide investors with information 
about the SRI management of the fund(s)? 

The documents and information on our strategies address the ESG quality of the portfolio 
via: 
 

 the fund's investment strategy; 
 

 the selection of the largest exposures in terms of securities in the portfolio, as described in the fund 
report. 

 

Please find below examples of additional documents published on an annual basis. The Stewardship report 
incorporating Engagement and Proxy Voting reviews can be viewed on Candriam’s website: 

 
https://www.candriam.com/496a22/siteassets/medias/publications/brochure/commercial-brochures/sri-
brochure/2019-stewardship-report-incl.-engagement--voting-reports--main.pdf 
 

Details of votes cast can be viewed on our website at the following link: 
 
https://www.candriam.be/en/professional/market-insights/sri-publications/proxy-voting---candriams-votes-2019/ 

 

As the Circular Economy strategy was launched in April 2020, the information contained in these documents is 
not relevant for this strategy.  

 

Candriam’s Corporate Social Responsibility Report, can be viewed at the following link: 
 

https://csr.candriam.com/ 
 

For any request on research available to investors/savers or the breakdown of the securities in the portfolios, 
please contact Investor.support@candriam.com. 

 

6.4. Does the fund management company publish the results of its voting and 
engagement policies? 

Yes, the company publishes the results of its voting and engagement policies.  

Please refer to question 6.3. for the links to our publications. 

  

https://www.candriam.com/496a22/siteassets/medias/publications/brochure/commercial-brochures/sri-brochure/2019-stewardship-report-incl.-engagement--voting-reports--main.pdf
https://www.candriam.com/496a22/siteassets/medias/publications/brochure/commercial-brochures/sri-brochure/2019-stewardship-report-incl.-engagement--voting-reports--main.pdf
https://csr.candriam.com/
mailto:investor.support@candriam.com
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Circular Economy, Climate Action & Future Mobility 

Thematic Strategies 
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3. General information about the SRI fund(s) that comes under the 
scope of the Code 

3.1. What is (are) the fund(s) aiming to achieve by integrating ESG factors?  

 

 Circular Economy   
 
The Circular Economy strategy aims to:  
 

 Participate in a multi decade investment opportunity that will represent an estimated 4.5
3
 trillion dollar 

economy by 2030. The proprietary thematic approach is positive and integrates ESG factors and trends.  
 

 Invest in zero waste economies: the priority of the strategy will be to invest in companies that provide  
solutions or integrate these solutions in their value chain to converge towards a zero waste society/ to 
contribute to drastic waste reduction. Europe, as a pioneer, has pledged to achieve a zero-waste economy 
by 2050, therefore, creating a huge opportunity for 'circular companies'. This strategy will also contribute to 
the achievement of the UN 2030 Agenda and its Sustainable Development Goals (SDGs).  

 

 Climate Action 
 
The Climate Action strategy seeks to contribute to the advancement of the goals set by the Paris 2°C Agreement 
through the integration of ESG factors with a strong focus on environmental aspects. To this end, the strategy 
invests in a diversified portfolio of Climate Change solutions providers for the mitigation and adaptation to climate 
change.  

 
Climate change represents two main types of risks, physical and transitional risks. The first includes direct 
damage caused by weather events. The latter results from transitioning to a low-carbon economy and climate 
resilient future. For example, this risk entails the depreciation of assets, or stranded assets, as a result of 
regulatory developments that would penalize or even prohibit certain activities deemed too intensive in the 
emission of greenhouse gases. The degree of risk and opportunities varies across sectors. For instance, this is 
particularly problematic in the Oil and Gas sector, which is currently experiencing an increase in stranded assets 
as demand for fossil fuel falls in the transition to a low-carbon economy. Our ESG analysts take into consideration 
these two types of risk when assessing issuers.  
 

 Future Mobility 
 
 
The future mobility strategy seeks to contribute to a safer, greener and more efficient kind of mobility through the 
integration of ESG factors with a strong focus on global social and environmental aspects. To this end, the 
strategy invests in a diversified portfolio of companies that actively contribute to a more responsible way of 
mobility. Companies eligible for this strategy will help preserve the environment by offering solutions that make 
mobility more environmentally friendly, more safe and more efficient. 
 
Candriam considers that a company's long-term value is not solely influenced by financial criteria such as revenue 
growth or operating margin expansion. By incorporating environmental, social and governance (ESG) criteria, we 
identify other factors liable to influence a company's value and competitiveness over the medium and long term, 
which are not always immediately obvious in traditional financial analyses. External factors such as CO2 costs or 
health and safety standards affect most companies and issuers, either positively or negatively, when integrated 
into their economic model. Some factors offer a new opportunity while others are considered a threat to the 
business model. 
 
As transportation and mobility in general have a profound impact on the environment, on the use of natural 

                                                      

 

3
 Circular Gap Report 2020 
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resources, on air pollution, on climate change, the inclusion of ESG factors in the investment process adds 
tremendous value to the traditional fundamental company analysis. 
 
 

3.2. What internal or external resources are used for ESG evaluation of the issuers 
who makes up the investment universe of the fund(s)? 

 
In addition to the overall internal and external resources employed by the ESG Team (cfr 3.2 of the General 
Chapter), specific resources are used for these strategies. 

  

For the Circular Economy strategy, we collaborated with Megatrends Watch Institute, which is an 
independent think tank dedicated to analysing global megatrends and its implications for the future.  

Furthermore, we have established a dedicated Circular Economy, Climate Action and Future Mobility 
Committee, comprising both financial and ESG analysts, to support our investments. These Committees meets on 
a monthly basis (and bi-weekly basis for Future Mobility). 
The Committee fosters collaboration and productive synergies between the ESG Team and the Investment Team.  

The strategies benefits from Candriam’s Engagement policy. On a case-by-case basis, the Committees will contact 
eligible companies to obtain further information on specific topics, such as non-sustainable practices, the 
company’s energy transition strategy, etc.   

These Committees serve to enhance the idea generation process and the thematic framework, which is a dynamic 
model that evolves over time to take into account new trends and technologies. During this committee, the teams 
discuss their findings in terms of ESG aspects in order to obtain a holistic view of a company to best select those 
demonstrating strengths in both domains.     

3.3. What ESG criteria are taken into account by the fund(s)? 

 
Our thematic strategies naturally embed ESG criteria throughout the whole process including the three underlying 
pillars: 1) ESG Screen – Norms-based & Controversial Activities,  2)Thematic Framework, and 3) ESG Integration 
in Financial process.  

All three strategies apply ESG screening comprising a norms-based and controversial activities analysis 
incorporates all three criteria: environmental, social and governance. This  followed by  a thematic investment 
approach that focuses on Environmental factors.    Lastly, ESG considerations are also embedded in the financial 
fundamental analysis of the process which leverages on our traditional ESG analysis.  

 

1. ESG Screening:  Norms-based & Controversial Activities Analysis  
 

 
We apply norms-based analysis based on the 10 Principles of the UN Global Compact coupled with a controversial 
activities filter, such as Armament, Tobacco, Thermal Coal, Conventional and Unconventional Oil & Gas as well as 
other activities that we consider non-sustainable.       
  
For further information on our ESG approach, please refer to question 3.5. 
 

2. Thematic Framework 
 

 Circular Economy  
 

In the Circular Economy Thematic Framework, due to the nature of the investment process, all issuers selected 
for investment have undergone the Circular Economy framework assessment. To this end, all selected companies 
have been identified as a provider of direct and tangible solutions to tackle the circular economy transition.  
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In other words through the circular economy assessment, an investable universe of both enablers and transformers 
is created and the way the companies in this universe support the transition to a circular economy is key to their 
strategy, growth and profitability. 

 

 Climate Action  
 

In the Climate Change thematic framework, environmental factors are taken into account to identify the best 
positioned companies to provide solutions to climate change challenges through mitigation and adaption 
technologies, products and services as well as companies that will able to leverage from the energy transition  

 Future Mobility 
 

In the Future Mobility Thematic Framework naturally embeds environmental criteria addressing certain aspects 
such as air pollution, natural resources depletion, climate change and alternative energy, whilst the ESG analysis 
incorporates all three criteria: environmental, social and governance.  

 

3. ESG Criteria in Fundamental Analysis   
 
ESG factors are also taken into account in the financial fundamental analysis by leveraging on our in-house 
proprietary ESG research.  
 
We conduct our ESG assessment of companies by their ability to create value by integrating sustainability into their 
business activities and the interest of stakeholders within their operating and financial managerial processes.  
 
The ESG research is embedded into the fundamental analysis framework based on five criteria: business growth, 
quality of management, competitive advantage, value creation and financial leverage. Among these five factors, 
ESG aspects are integrated in two of them: in business growth (which includes our ESG analysis on the 
company’s business activities) and in quality of management (which includes our ESG analysis on stakeholder 
management). 
 
For further information on ESG integration in the financial investment process, please refer to question 4.1 
of the General Chapter. 
 

3.4. What principles and criteria linked to climate change are taken into account in the 
fund(s)? 

 
For all three strategies, in the controversial activities assessment we apply   climate-related exclusions, most 
notably in the oil & gas and utilities sector.  
 
In addition, ESG factors are embedded in the financial process in order to better assess risks and opportunities.    
 
The results of the Business Activities analysis, which includes assessing exposure to climate change, are 
integrated in our financial framework. Subsequently, this will have an impact on the final fundamental color/score 
and our valuation exercise and ultimately the portfolio construction.  
 
 
 

 Climate Action  
 
The Climate Action strategy seeks to contribute to the advancement of the 2°C objective set by the 2015 Paris 
Agreement through the integration of ESG factors with a strong focus on environmental factors.  
 
In the Climate Change Thematic framework, we identify companies tackling Climate Change through mitigation 
and adaptation technologies, products and services. Mitigation solutions consist of technologies reducing or 



CANDRIAM ART. 8 & 9 THEMATICS STRATEGIES  
 

40 

 

removing GHGs while adaptation solutions seek to reduce the harm felt from the negative effects of climate 
change. In terms of mitigation, we focus on companies providing solutions in energy efficiency, storage and 
renewable energy. For adaptation solutions, we focus on companies offering responses to reducing the negative 
effects of climate change and pollution. We determine if companies are aligned with these two solutions by 
analysing the revenues derived from each type of activity.  
 
We believe that mitigation and adaptation go hand-in-hand as the planet is already feeling the devastating effects 
of climate change and must find solutions to reduce the impacts, but must simultaneously ensure that CO2 
emissions decline in the years to come to avoid a catastrophic scenario.  
 
 

3.5. What is the ESG analysis and evaluation methodology of the fund manager/fund 
management company (how is the investment universe built, what rating scale is 
used etc.)? 

 

 

1. ESG Screening:  Norms-based & Controversial Activities Analysis  
 

We apply norms-based analysis based on the 10 Principles of the UN Global Compact coupled with a controversial 
activities filter, such as Armament, Tobacco, Thermal Coal, Conventional and Unconventional Oil & Gas as well as 
other activities that we consider non-sustainable.    

Please refer to 3.5 in the General Chapter at the beginning of this code. 

 
 

2. Thematic Framework 
 

 Circular Economy  

 
The Circular Economy strategy focuses on companies that have their core business aligned with the Circular 
Economy principles. Within the circular economy theme, we recognise 2 main types of businesses or actors : 

 “Enablers” are companies which provide new technologies, innovative product and service solutions to 
support  other businesses to avoid or minimize resource use and waste generation and thus enabling 
circular economy transition. 
 
Example of an enabler : a company providing reverse vending machines that allows consumers to deposit 
their used containers for a refund. This system optimizes and boost collection and recycling rates by 
engaging customers to deposit empty bottles and cans in exchange of a refund 
 

 “Transformers” are companies in the process of transforming their business operations and value chain 
into circular ones, with the aim to provide products or services that help consumers reduce their 
environmental impact  

 
Example of a transformer : a company increasing the use of recycled materials in their products instead of 
sourcing virgin raw materials  
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A. Enablers 

The key environmental issues associated with Circular Economy is reducing waste and thus decreasing the 
ecological footprint. We identify 4 types of ‘enabling’ circular solutions to tackle these issues. : 
 

1) “Recycle” enabler: Reduce waste and ecological footprint by recycling and recovering resources  
 The strategy focuses on the recovery and reprocessing of waste for reuse, 
 The value is generated by turning waste into secondary raw materials. 
 Example: companies involved in waste recovery, water utilities,  reverse vending machine activities 

 
2) “Replace” enabler: Reduce waste and ecological footprint by replacing and switching to renewable resources  
 The strategy focuses on substituting finite resources with renewable ones, 
 The value comes from transforming supply chains to become sustainable. 
 Example : Renewable energy companies such as solar energy or bio-energy producers, bio gas, biochemistry. 

  
3) “Repurpose” enabler: Reduce waste and ecological footprint by extending life cycle of resources. Resources 

are “used longer”. 
 The strategy focuses on turning waste into things of greater use and value, 
 The value comes from extending life cycles by upcycling and reusing.  
 Example : companies involved in second hand market or companies which aims to restore, refurbish used 

products. 
 

4) “Rationalise” enabler: Reduce waste and ecological footprint by increasing the capacity rate of resources. 
Resources are “used smarter”.  

 The strategy focuses on avoiding waste by rationalising the usage of a capacity, 
 The value is generated by leveraging idle resources to produce new output.  
 Example : companies involved in sharing economies allowing users to increase the utilization rate of a product  
 
Please find below a diagram illustrating our framework and examples of different technologies and solutions: 
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For the “Enablers”, our ESG and Financial analysts assess the level of revenues derived by each “R” solutions. 
Please find below an example of a company scoring. The company is active in “Recycling” and “Replacing” 
activities :  

Recycle Replace Repurpose Rationalize 

21.00% 45.00% 0.00% 0.00% 

 
Our approach is a forward-looking strategy. It not only assesses the current situation of a company as illustrated 
above, but it also takes into account a company’s R&D investments and future development in circular economy 
solutions.  

B. Transformers 

Transformers’ are companies in the process of transforming 
their business operations and value chain to become more 
circular. These companies will be scored High/Medium/Low by 
assessing the circular inflows and outflows.  

 Circular inflows : Resources entering /flowing into the 
company and used in their supply/value chain are defined as 
inflows.  

 Circular outflows : Products flowing out of the company are 
defined as outflows, 
  

 A strong circular inflow is characterized by a high percentage use of recycled and renewable materials compared  
to its industry average. 
 

 A strong circular outflow
4
 is assessed by looking at the recoverability, circular design and waste management of 

the company. A product which is easily cycled back into the economy defines a strong circular outflow.  
 

                                                      

 

4
 This framework has been inspired by the WBCSD (World Business Council  

for Sustainable Development) report on Circular Indicator. 
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The analyses conducted are a result of close cooperation and synergies between the ESG Analysts and the 
Fundamental Investment Team. The Circular Economy Framework is not only central to the thematic strategy, but 
it is starting point of the process.  

Companies that do not display a strong exposure to this theme are automatically excluded. Conversely, companies 
identified as strongly contributing to Circular Economy are subsequently subject to an ESG analysis, which is 
embedded in the fundamental financial analysis.  
 

 Climate Action 
 

Our thematic approach favours the selection of companies providing solutions to address climate change through 
mitigation and adaptation technologies, products and services. The analyses conducted in this phase are a result 
of high synergies between the ESG Analysts and the Investment Team. The Climate Change Framework is not 
only central to the thematic strategy, but it is starting point of the process. All issuers must successfully pass this 
stage, otherwise they are excluded.  

 

■ Mitigation: Our framework regroups these types of solutions in three categories including 1) alternative 

energies such as wind and solar; 2) energy storage such as electric vehicle batteries, and  3) energy 

efficiency such as insulation and/or enzyme technology, which can help mitigate the causes of climate 

change and limit greenhouse gas emissions.   

 

■ Adaptation: The second involving solutions that aid in adapting to the negative consequences of climate 

change and pollution. Some of these include floodwater management, waste management, air pollution 

control or recycling of products and material. 
 
Please find below a diagram illustrating our framework and the different technologies and solutions comprising 
each type of solution:  
 

 
 

The thematic framework seeks to capture opportunities in companies for which providing climate change solutions 
is central to their growth story. Our ESG and Financial analysts determine the level of revenues derived by each 
company in accordance to our pre-defined categories. Companies may provide both Mitigation and Adaptation 
solutions, but will be classified in the category that accounts for a larger part of their revenues.  

Please find below an example of an analysis of a company:  
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Given the respective revenues of the company scored and linked to the climate action (sub)themes, we classify this 
company as a player strongly contributing to Climate Change through mitigation solutions. Our approach is a 
forward-looking strategy. It not only assesses the current situation of a company as illustrated above, but it also 
takes into account a company’s R&D investments and future development in climate change solutions.  

Companies that do not display a strong exposure through their revenues to this theme are automatically excluded. 
Conversely, companies identified as strongly contributing to Climate Change through mitigation or adaptation 
technologies, product and services are subsequently subject to an ESG analysis, which is embedded in the 
fundamental financial analysis.  
 

 Future Mobility 
 
Our thematic approach favours the selection of companies providing solutions to the current mobility challenges 
(environmental, safety and efficiency challenges). To this end, a thematic screening is performed on a global equity 
universe, that only contains companies that comply with the ESG criteria described above (3.5.1.).  The thematic 
selection is key to the investment process as it is the link between the theme and the final portfolio that benefits 
from the theme. 

In order to assure that the link between a selected company and the theme is strong enough, we require eligible 
companies to have at least 30% of their revenues linked directly to 1 or more of the following subthemes: 

 

■ Clean Mobility: Companies that fall under this umbrella can be regrouped under the following 

denominators (not exhaustive)  

o Electrical Vehicles, E-bikes, E-scooters 

o  Battery Technology  

o Hydrogen & Fuel Cell 

o Public Transport 

o Emission Control 

 

■ Safe Mobility: Companies that fall under this umbrella can be regrouped under the following denominators 

(not exhaustive)  

o Autonomous Driving 

o Connected Vehicle 

o  Next gen traffic systems 

o Driver Assistance 

 

■ Efficient Mobility: Companies that fall under this umbrella can be regrouped under the following 

denominators (not exhaustive)  

o Digital Mobility 

o Smart City 

o Sharing Economy 

o  Urban Air Mobility  
  

Please find below a diagram illustrating the thematic framework  
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3. ESG Integration in Financial Process  
 
ESG factors are also taken into account in the financial fundamental analysis by leveraging on our in-house 
proprietary ESG research.  Our investment teams incorporate the results of the ESG Business Activities and 
Stakeholder analysis in the financial fundamental analysis.  
 
The fundamental analysis framework is based on five criteria: business growth, quality of management, 
competitive advantage, value creation and financial leverage. Among these five factors, ESG aspects are 
integrated in three of them: in business growth, in quality of management and the competitive advantage. The first 
and second pillars incorporate the findings of our business activities and stakeholder analysis respectively.  
 
For further information, please refer to question 4.1 in the General Chapter.  

 

4. Definition of Eligible Universe  
 
The eligible universe consists of all the companies that have successfully passed the ESG screening comprising 
the norms-based and controversial activities analysis as well as the thematic. The portfolio may not invest in 
issuers not included in the eligible universe.   
 
The financial selection of issuers from within the eligible universe is based on financial analysis. A thorough 
analysis of each company in the investable universe according to five fundamental criteria, combining both 
financial and extra-financial analysis: quality of management, business growth, competitive advantage, value 
creation, and financial leverage. 
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4. Investment Process  

4.1. How are the results of the ESG research integrated into portfolio construction? 

Portfolios are constructed using the eligible Universe which naturally embeds ESG considerations. Companies 
included in this universe have successfully passed the Thematic Framework and the ESG Screening comprising a 
norms-based and controversial activities analysis (crf 3.5).  Investments outside the universe are prohibited. 
 
Furthermore, , the results of the Stakeholders analysis & Business analysis are integrated in our financial 
framework and will thus also have an impact on the final fundamental colour/score and our valuation exercise. 
  
The final selection and portfolio construction is a result of the financial process based on 5 distinct investment 
criteria. ESG factors are embedded in the financial process in order to better assess risks and opportunities. More 
specifically, ESG factors are integrated in the Quality of Management and Business Growth investment criteria. 
Therefore, due this integration, ESG considerations may have an impact on the valuation.  
 

4.2. How are criteria specific to climate change integrated into portfolio construction? 

For the Climate Action strategy, Climate Change considerations are central to the investment process and final 
portfolio construction. Due to the nature of the investment process, all issuers selected for investment have 
undergone the Climate Change framework assessment. To this end, all selected companies have been identified 
as a provider of direct and tangible solutions to tackle climate change. In other words through the climate change 
assessment, these companies have demonstrated that mitigation and adaptation solutions are key to their strategy 
and growth. 
 
For all three strategies, Climate Change is embedded in our climate-related controversial activities and ESG 
integration approach. 
 
The results of the Business Activities analysis, which includes assessing exposure to climate change, are 
integrated in our financial framework and will thus also have an impact on the final fundamental color/score and 
our valuation exercise.  
 
Therefore, via our ESG exclusions and ESG Integration approach, ESG considerations related to climate change 
have an impact both on the eligible universe and on the valuation, thus ultimately impacting the portfolio 
construction. 

 

4.3. How are the issuers that are present in the portfolio, but not subject to ESG 
analysis evaluated (not including mutual funds)? 

All issuers that are in the portfolio are subject to an ESG assessment and must be determined eligible based on the 
process described under 3.5.    

 

4.4. Has the ESG evaluation or investment process changed in the last 12 months? 

No, there have not been any material changes in the last 12 months for the Climate Change strategy.   

Not applicable for the Circular Economy as the strategy was launched in April 2020.  

 

4.5. Is a part of the fund(s) invested in entities pursuing strong social goals/social 
enterprises? 

 

 Circular Economy  
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Due to the thematic framework of this strategy focusing on circular economy, the fund is strongly geared 
towards environmental issues. Nevertheless, through its Circular Economy thematic filter, it seeks to 
contribute towards societal good and make a positive change in the world. 
 
Our strategy seeks to Invest in zero waste economies: the priority of the strategy will be to invest in companies 
that provide solutions or integrate these solutions in their value chain to converge towards a zero waste society/ to 
contribute to drastic waste reduction. Europe, as a pioneer, has pledged to achieve a zero-waste economy by 
2050, therefore, creating a huge opportunity for circular companies.  
 
This strategy will also contribute to the achievement of the UN 2030 Agenda and its Sustainable Development 
Goals (SDGs).  
 

 Climate Action 

 
Our strategy seeks to invest in companies that offer solutions to the major climate-change challenges, especially in 
sectors linked to the development of renewable energies, electricity storage and energy efficiency that would 
enable a maximum reduction of CO2-emission levels. 

The financing of these solutions indirectly has a positive impact on society. For instance, technologies helping 
reduce pollution contribute to the general improvement of human health.    

 

 Future Mobility 
 

This fund is not specifically focused on companies pursuing social goals. However, given the ESG approach and 
integration, companies which demonstrate the pursuit of strong social goals will benefit from a higher ESG 
score.  Furthermore, in sectors in which societal interactions are key, we place a stronger emphasis on this aspect 
by overweighting these factors in the final ESG score.  

 

4.6. Does (do) the fund(s) engage in securities lending activities? 

Candriam’s SRI funds do not conduct securities lending/borrowing. 
 

4.7. Does (do) the fund(s) invest in mutual funds? 

The strategy does not seek to invest in mutual funds.    
 
Nevertheless, the fund may invest in liquidity solutions via money market funds. In accordance with the Internal 
Risk Management Policy, it may only invest in Candriam SRI UCITS & AIF which are subject to the SRI policy 
and comply with the Towards Sustainability Label standards 
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Oncology Thematic Strategy  
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3. General information about the SRI fund(s) that comes under the 
scope of the Code 

3.1. What is (are) the fund(s) aiming to achieve by integrating ESG factors? 

 
The Oncology strategy seeks to contribute to fight against cancer through the integration of ESG factors with a 
strong focus on global social aspects. To this end, the strategy seeks to invest in a global range of companies that 
make a difference to cancer patients. The strategy will invest in companies of all sizes that strive for 
improvements in the research, diagnosis/screening, profiling, and treatment of all cancers. Patients are 
central in the strategy, the investment philosophy focusses to find those diagnostics, devices and drugs that have 
the most impact for patients, it is Candriam’ s conviction that those therapies will be prescribed by doctors and in 
the end will be the best for patients and investors alike.  
 
According the WHO, Cancer is the second leading cause of death globally, and is responsible for an estimated 
9.6 million deaths in 2018. Globally, about 1 in 6 deaths is due to cancer. In 2017, the World Health Assembly 
passed the resolution Cancer Prevention and Control through an Integrated Approach (WHA70.12) urges 
governments and WHO to accelerate action to achieve the targets specified in the Global Action Plan and 2030 
UN Agenda for Sustainable Development to reduce premature mortality from cancer. Amongst the pillars, they 
have highlighted the importance of implementing early diagnosis/screening, profiling, treatment and palliative 
care.  
 
Furthermore, the economic impact of cancer is significant and is increasing. The total annual economic cost of 
cancer in 2010 was estimated at approximately US$ 1.16 trillion. In addition, it is estimated that only 1 in 5 low- 
and middle-income countries have the necessary data to drive cancer policy. Therefore, the support of the private 
sector is key in the fight against cancer. We believe that investments in this thematic can significantly advance the 
fight against cancer. For instance, the graph below highlights the importance of our investments and illustrates 
that the more drugs approved in a setting, the better the outcomes.  
 
 

 
 

Lastly, true to its founding values of “Conviction and Responsibility In Asset Management”, Candriam as a 
sustainable asset manager, wishes to create both a financial and a societal impact.   
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This strategy is part of Candriam’s Philanthropic ‘Fight against Cancer’ Impact Program that donates 10% of 
the net management fees received by Candriam on its Oncology funds to specific organizations and 
initiatives which engage in the fight against cancer through scientific research, social projects for families 
or information and awareness raising on cancer prevention. 

The selection of the supported initiatives/projects is selected by Candriam’s Institute for Sustainable Development
5
. 

 

 

3.2. What internal or external resources are used for ESG evaluation of the issuers 
who makes up the investment universe of the fund(s)? 

In addition to the overall internal and external resources employed by the ESG Team (cfr 3.2 of the General 
Chapter), specific resources are used for these strategies. 

For the Oncology strategy, our teams use specific health related sources to obtain information regarding the 
trends, figures and latest developments on cancer. Most critical here is to remain on up to date with the latest 
medical and scientific developments to support progress in a sufficiently early stage. The team has access to 
a database containing, called biomed tracker, containing all drugs in development classified by disease (e.g. 
cancer type) or mechanism. In addition the team continuously monitors the output of scientific conferences 
where the latest advances are presented. In the field of oncology the key medical meeting tracked are (list not 
exhaustive): 

 
► The American Society for Medical oncology meeting (ASCO) 
► The American Association for Cancer research meeting (AACR) 
► Society for Immunotherapy of Cancer meeting (SITC) 
► European Hematological Association meeting (EHA) 
► European Society for Medical Oncology (ESMO) 
► American Society for Hematology meeting ( ASH) 

 

In addition, the Investment Team continuously interacts with highly specialized providers. We believe that leading 
experts can provide additional insight that can support our investment decisions: 
 
Medical and scientific experts can extend our knowledge about: 

► Diseases and their experience and treatment algorithms 
► Novel biochemical pathways and their relevance 
► Key unmet needs for patients  

 
 
Vetting of our assessments:  

► Medical doctors can provide insight in their practice and the value added of a novel treatment 
► Medical doctors can help to identify the patients in which they would use a novel drug, this 

enables us to refine our sales estimates 
 
 
Gerson Lehrman Group (GLG)  provides access to world leading scientist and medical doctors. 
GLG provides rapid access to a global network of over 650,000 experts. GLG has over 100 of leading life 
sciences companies among its clients, including 8/10 largest pharma companies and 7/10 largest biotech 
companies. GLG checks relationship of the expert with the companies and guarantees the independence of the 
experts.  

 

 

 

                                                      

 

5
 Further information on Candriam’s donation policy will be available in the fund’s prospectus by start of November 2020 
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3.3. What ESG criteria are taken into account by the fund(s)? 

 
ESG criteria are naturally embedded throughout the Oncology strategy. The strategy applies a thematic investment 
approach that focuses on oncology and thus Social factors. Environmental, Social and Governance factors are 
embedded in the norms-based analysis, controversial activities exclusions and integrated within the financial 
framework. 

 

1. Thematic Framework – Oncology  
 
The Oncology strategy seeks to contribute to fight against cancer through the integration of ESG factors with a 
strong focus on global social aspects. To this end, the strategy seeks to  invest in a global range of companies 
that make a difference to cancer patients. The strategy will invest in companies of all sizes that strive for 
improvements in the research, diagnosis, profiling, and treatment of all cancers. 
 
According the WHO, Cancer is the second leading cause of death globally, and is responsible for an estimated 
9.6 million deaths in 2018. Globally, about 1 in 6 deaths is due to cancer. In 2017, the World Health Assembly 
passed the resolution Cancer Prevention and Control through an Integrated Approach (WHA70.12) urges 
governments and WHO to accelerate action to achieve the targets specified in the Global Action Plan and 2030 
UN Agenda for Sustainable Development to reduce premature mortality from cancer. Amongst the pillars, they 
have highlighted the importance of implementing early diagnosis, screening, and treatment.  

 

2. ESG Screening – Controversial Activities & Norms-based Analysis  
We believe that all the companies we invest in must demonstrate minimum E-S-G standards. For this reason, in 
addition to the thematic Oncology  analysis, we apply a norms-based analysis based on the 10 Principles of the UN 
Global Compact coupled with a controversial activities filter. 
  
Please refer to 3.5 in the General Chapter.  
 
 

3. ESG Criteria in Fundamental Analysis   
 
ESG factors are also taken into account in the financial fundamental analysis by leveraging on our in-house 
proprietary ESG research described in 3.5 of the General chapter .  
 
The ESG research is embedded into the fundamental  analysis framework based on five criteria: business growth, 
quality of management, competitive advantage, value creation and financial leverage. Among these five factors, 
ESG aspects are integrated in two of them: in business growth (which includes our ESG analysis on the company’s 
business activities) and in quality of management (which includes our ESG analysis on stakeholder management). 
 
For further information on ESG integration in the financial investment process, please refer to question 4.1 of both 
the General Chapter and this chapter. 
  

3.4. What principles and criteria linked to climate change are taken into account in the 
fund(s)? 

 
Due to the nature of the strategy which seeks to invest in companies contributing to the fight against cancer, the 
portfolio naturally does not invest in carbon intensive industries such as Oil & Gas and Utilities.   
 
Nevertheless, the strategy applies official exclusions in order to ensure that the portfolio is well aligned with a 2-
degree scenario, contributes to the advancement of the energy transition and to takes into account potential 
stranded assets linked to climate change.  
 
For the climate-related controversial exclusion thresholds, please refer to question 3.5. 
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3.5. What is the ESG analysis and evaluation methodology of the fund manager/fund 
management company (how is the investment universe built, what rating scale is 
used etc.)? 

 

1. Thematic Framework – Oncology  
  
The Oncology strategy seeks to contribute to fight against cancer through the integration of ESG factors with a 
strong focus on global social aspects. To this end, the strategy seeks to  invest in a global range of companies 
that make a difference to cancer patients. The strategy invests in companies of all sizes that strive for 
improvements in the research, diagnosis/screening, profiling, and treatment of all cancers.  
  
Amongst the pillars, the WHO  has  highlighted the importance of implementing early diagnosis/screening, 
profiling, and treatment. In addition we also invest in companies offering supportive research equipment to 
make progress on all fronts possible. 
 

 Diagnosis/screening:  When identified early, cancer is more likely to respond to effective treatments and 
this  results in a greater probability of surviving, less morbidity, and less expensive treatment. The British 
Medical Journal published a paper in 2019 titled: “Cancer survival data emphasis the importance of early 
detection” (BMJ 2019;364:l408 doi: 10.1136/bmj.l408 (Published 25 January 2019), providing recent UK 
data underlining the importance of early detection in multiple tumors. In several major cancer types the 
difference between early and late detection is dramatic: in colorectal cancer the 1y survival rate is 97.7% 
if detected in stage I (localized), but drops to only 43.9% when detected in stage 4 (metastatic) in lung 
cancer it drops from 87.3% to 18.7%.  
Examples of investable diagnosis methodologies are: mammography for breast cancer, stool analysis for 
colon cancer, Computed Tomography (CT) screening for lung cancer, and more general artificial 
intelligence driven image processing and blood based screenings, allowing for early diagnosis of multiple 
tumors.  

 

 Profiling: aims to identify the molecular drivers of cancer which is important for three different reasons:  
1. Identify the drivers of an individual patient tumor which enables the identification of the most 

appropriate treatments. 
2. Understand the molecular basis of different cancer which is crucial information in the search for 

novel treatments 
3. Identify risk factors in people especially in people with a family history of cancer to take in order to 

enable preventive measures. 
This is discussed in detail by the world health organization their paper on “Genetics in the prevention 
and treatment of cancer” (https://www.who.int/genomics/about/Cancer.pdf?ua=1).  

 

 Treatment:  Every cancer type requires a specific treatment regime that encompasses one or more 
modalities such as surgery, radiotherapy, and medication. It is thus essential to promote the development 
of a wide array of treatments via investments in medical technology, pharmaceutical and biotechnology 
companies. 
 

 
For this reason, this strategy focuses on companies actively developing products and solutions to these pillars. 

Furthermore, the portfolio is restricted to the Healthcare sector, with a sector deviation limit of 10%. This deviation 
allows to include technology firms which e.g. provide software for medical image analysis, big data and analysis of 
patient data etc.  

 

In order to identify companies, an initial screening is applied to determine the universe of companies involved in 
oncology. This is based on several independent data sources and AI. This initial screening is applied to all quoted 
companies above $100M (~25K companies, fully including the MSCI World index) and results in a universe of 
about 300 companies with exposure to oncology.  

 

https://www.who.int/genomics/about/Cancer.pdf?ua=1
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This list is reduced based on an initial assessment of the oncology exposure and the potential impact of the 
products for cancer patients. In the eligibility for the restricted universe we put the patient central and any 
company that offers a meaningful contribution to improve the life of cancer patients is considered. In this 
assessment we take into account the current revenue generating products, but also the products in the pipeline.   
 
In the thematic oncology framework, we assess 3 pillars covering Social and Governance aspects as follows:   
 

Social: improving the outcome for cancer patient Governance 

Product innovation in oncology 
Clinical  

relevance in oncology 
Company & Management 

Quality of clinical and scientific data  
Impact for patient & 

medical need 
Company history &  

management track record 

 
 

1. Quality of clinical & scientific data: oncology exposure degree, quality of public clinical data, 
pipeline composition, development of innovative solutions. 
 

2. Impact for patient & medical need: unmet need covered in oncology (providing significant clinical 
advantage to patients, targeting high-prevalence indication, targeting indication with limited available 
treatments), differentiation level vs current products in the market or in development,  technology 
potential and applicability in several indications/cancer types. 
 

3. Company history & management track record: successful business development strategy (in-
house product development, licensing and acquisitions), commercial development strategy (number 
and time to product approval by regulatory agencies), management executing a consistent 
development/commercial strategy, stable management team, degree of communication and 
transparency, management prior experience (successfully developed and commercialized products 
in the past). 

 
These pillars are evaluated using a 3-option scoring system: 0,1 and 2. 
 

 A maximum score of 2 is  given when one or more of the characteristics described above (or similar 
ones) are met.   

 A minimal score of 0 is given when none of the characteristics described above (or other similar 
characteristics) are met. 

 Neutral positions were scored as 1, when not enough information supported negative or positive 
scoring and/or when no detailed assessment was performed due to convincing position for the other 
2 evaluated pillars (i.e., no deep assessment of management execution when quality of data and 
impact for patient are clearly negative or positive).   

 
We attribute an overall “Oncology Score” based on these three pillars for each company. Companies with a score 
lower than 1 are not eligible.  
 
Only companies with products making a significant difference for cancer patients and who pass initial filters based 
both financial, management and product criteria are included (around 150 companies as a rough guidance). 
Companies that do not display a strong exposure through their revenues and future revenues to this theme are 
automatically excluded.    
 
 

2.  ESG Screening   
 
We believe that all the companies we invest in must demonstrate sound E-S-G practices; we thus apply a norms-
based analysis and controversial activities filter.  
 
For further information, please refer to 3.5 in the General Chapter. 
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3. ESG Integration in Financial Process  
 
ESG factors are also taken into account in the financial fundamental analysis by leveraging on our in-house 
proprietary ESG research.  Our investment teams incorporate the results of the ESG Business Activities and 
Stakeholder analysis in the financial fundamental analysis.  
 
The fundamental analysis framework is based on five criteria: business growth, quality of management, 
competitive advantage, value creation and financial leverage. Among these five factors, ESG aspects are 
integrated in three of them: in business growth, in quality of management and the competitive advantage. The first 
and second aspect incorporate the findings of our business activities and stakeholder analysis respectively.  
 
For information on our Business Activities and Stakeholder Analysis conducted by the ESG Team and 
embedded into the financial investment process of this strategy, please refer to 3.5 in the General Chapter. 
 

For further information on ESG integration in our financial fundamental framework, please refer to question 
4.1. 
 
 

4. Definition of Eligible Universe  
 

The eligible universe consists of all the companies that have successfully passed the Oncology thematic screen 
as well as controversial activities filter and the Norms-based analysis.  
 
The portfolio may not invest in issuers not included in the eligible universe.  
 
The financial selection of issuers from within the eligible universe is based on financial analysis. A thorough 
analysis of each company in the investable universe according to five fundamental criteria, combining both 
financial and extra-financial analysis: quality of management, business growth, competitive advantage, value 
creation, and financial leverage. 
 
For further information on the financial process, please refer to question 4.1.  
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4. Investment Process  

4.1. How are the results of the ESG research integrated into portfolio construction? 

 
Portfolios are constructed using the eligible universe. Companies included in this universe have successfully 
passed the Oncology Thematic Framework and the ESG Screening. After filtering on the basis of thematic, 
sectoral and/or geographical criteria, the eligible universe is reduced according to norms-based exclusions and 
controversial activity exposures.   For further information, please refer to question 3.5. 
 

ESG aspects are also taken into account in the fundamental analysis. The Oncology strategy uses a 
fundamental, 'bottom-up' approach based on thorough research and deep understanding of clinical data and the 
developments in medical technology (e.g. developments in artificial intelligence). The results of the ESG 
Stakeholder and Business Activities analysis are integrated in our financial framework and have an impact on the 
final fundamental assessment and valuation exercise of a company.  
 
ESG Integration in Financial Process  
 
In the Oncology financial process, we distinguish between major profitable companies versus emerging 
companies. As the profile of these types of companies differ significantly, they require different criteria and 
valuation models.   
 
For the integration approach for “profitable companies”, please refer to 4.1 in the General Chapter. 
 

 Emerging Unprofitable Companies 

For the assessment of emerging unprofitable companies,  we use a product driven 'bottom-up' approach based on 
thorough research and deep understanding of scientific and clinical data. This is rooted in 20 years of experience in 
biotechnology investing. The majority of the investments are in companies with potential novel drugs in Phase II or 
Phase III clinical trials, but we do have limited exposure to companies with promising platform technologies. Those 
investments are well diversified over several companies with largely uncorrelated risks.  
 
This scoring is based on 5 pillars:  Drug Characteristics, Therapeutic Landscape, Market Potential, Company and 
Management, and Financials.  
 
ESG considerations are embedded in the following pillars:  

 Drug Characteristics (Social) 

Of the five pillars in our scoring, this is the most important. Without a viable product, the analysis obviously ends 
here. We evaluate the product on parameters including the targeted disease, whether another molecule has been 
tried and failed, the mechanism of the drug, whether similar clinical trial designs and endpoints have resulted in 
approval, the progress of the clinical trials and whether the trials are held at credible institutions. At this stage we 
also assess all available data on efficacy, safety, and dosage.  

 Therapeutic Landscape (Social) 

The parameters for this pillar include the medical need and positioning for the drug, the current standard of care, 
potential competitive drugs in development, and the pricing environment in the specific setting taking into account 
potential generic pressures coming from competing drugs going off patent.  
 
ESG Integration:  In the assessment of Therapeutic Landscape, the resulting view of the Business Activities pillar 
of our ESG analysis  is taken into account.  
 
 

 Company and Management (Governance) 

Particular attention is given to company management. The main emphasis is on management and company track 
records (including Chief Scientific Officer and Chief Medical Officer profiles, history of the company, etc.). We 
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obviously include management comments during our one-to-one meetings, phone calls, company meetings and 
conference calls.   
 
ESG Integration:  In the assessment of  Company and Management, the resulting view of the Stakeholder pillar of 
our ESG analysis  is taken into account.   
 
The integration of the ESG score impacts the final overall score of the issuer. In turn, this will impact the 
issuer eligibility or WACC and consequently the portfolio process: 

 Overall Score – Red: the company is excluded from the portfolio 

 Overall Score – Green: the WACC is lowered by 1%  
 
 

4.2. How are criteria specific to climate change integrated into portfolio construction? 

Due to the nature of the strategy which seeks to invest in companies contributing to the fight against cancer, the 
portfolio naturally does not invest in carbon intensive industries such as Oil & Gas and Utilities.  Furthermore, the 
portfolio is restricted to the Healthcare sector, with a sector deviation limit of 10%. This deviation allows to include 
technology firms which e.g. provide software for medical image analysis, big data and analysis of patient data etc.  

 
Furthermore, ESG factors are embedded in the financial process in order to better assess risks and opportunities.   
The results of the Business Activities analysis, which includes assessing exposure to climate change, are 
integrated in our financial framework and will thus also have an impact on the final fundamental color/score and 
our valuation exercise.  
 
Therefore, via our ESG integration approach, ESG considerations have an impact both on the eligible universe and 
on the valuation, thus ultimately impacting the portfolio construction. 

 
  

4.3. How are the issuers that are present in the portfolio, but not subject to ESG 
analysis evaluated (not including mutual funds)? 

All issuers that are in the portfolio are subject to an ESG assessment and must be determined eligible based on the 
process described under 3.5.    

 

4.4. Has the ESG evaluation or investment process changed in the last 12 months? 

No, there have not been any material changes to the Oncology thematic analysis over the last year.  

However, over the last 12 months, we formalized the climate related exclusions applied to the strategy and in 
August 2020 enhanced the synergies between the investment and ESG teams by reinforcing the review process of 
the Oncology Universe.  

 

4.5. Is a part of the fund(s) invested in entities pursuing strong social goals/social 
enterprises? 

The Oncology strategy seeks to contribute to fight against cancer by investing in companies that strive for 
improvements in the diagnosis, profiling, and treatment of all cancers. The financing of these companies has 
a positive impact on society.   

 

Furthermore, true to its founding values of “Conviction and Responsibility In Asset 
Management”, Candriam as a sustainable asset manager, wishes to create both a 
financial and a societal impact.   
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This strategy is part of Candriam’s Philanthropic ‘Fight against Cancer’ Impact Program that donates 10% of 
the net management fees received by Candriam on its Oncology funds to specific organizations and 
initiatives which engage in the fight against cancer through scientific research, social projects for families 
or information and awareness raising on cancer prevention. 

The selection of the supported initiatives/projects is selected by Candriam’s Institute for Sustainable Development
6
. 

For the year 2019, more than €87,000 was donated to associations including the Foundation Against Cancer 
(Belgium), Institut Gustave Roussy (France), the Fondazione IRCSS Istituto Nazionale dei Tumori (Italy), 
Fondatioun Kriibskrank Kanner (Luxembourg), Japan’s National Cancer Center, and the Japan Cancer Society, 
Krebsforschung Schweiz (Switzerland), Asociación Española contra el Cáncer (AECC) in Spain, and another 
association in Germany. 
 

4.6. Does the fund (s) engage in securities lending activities? 

Yes, the fund conducts securities lending.  We vote on all issuers and recall securities if needed.      

 

4.8. Does (do) the fund(s) invest in mutual funds? 

The strategy does not seek to invest in mutual funds.    
 
 
 

 
 

 

                                                      

 

6
 Further information on Candriam’s donation policy will be available in the fund’s prospectus by start of November 2020 
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7. Appendix 

 

1. Additional information – Carbon Footprint  
 

tCO2-eq: Carbon dioxide (CO2) is the most common GHG emitted by human activities, in terms of the quantity released and the total 
impact on global warming. As a result the term “CO2” is sometimes used as a shorthand expression for all green house gases. A 
portfolio’s carbon footprint is measured in tonnes of carbon dioxide equivalent (tCO2-eq) which allows to bundle the various 
greenhouse gas emissions in a single number. For any quantity and type of greenhouse gas, CO2-eq signifies the amount of CO2 
which would have the equivalent global warming impact. Scope 1, 2 and 3: The international GHG Protocol classifies a company’s 
GHG emissions into three ‘scopes’: 

• Scope 1 emissions are direct emissions from owned or controlled sources 

• Scope 2 emissions are indirect emissions from the generation of purchased energy 

• Scope 3 emissions are all indirect emissions (not included in scope 2) that occur in the value chain of the reporting company, 

including both upstream and downstream emissions 
 

All Carbon Footprint Metrics analysed in our reporting are based on both Scope 1 and Scope 2 data sourced from the specialist data-
provider “Trucost”. Good quality Scope 3 data currently does not exist because of the complexity to measure and control upstream and 
downstream value chain data. That also entails that so-called ‘avoided emissions’ are excluded from the Carbon Footprinting analytics. 

Carbon Footprint Metrics: One can distinguish between four Carbon Footprint Metrics: 

(1) Total Carbon Emissions 
(2) (Normalized) Carbon Emissions 
(3) (Normalized) Carbon Intensity 
(4) Weighted Average Carbon Intensity (WACI) 
 
(1) Total Carbon Emissions: measures the total GHG emissions of a portfolio in the most literal sense by 
summing all the GHG emissions of the underlying holdings, proportional to the share of ownership. The 
dependence of this measure to a portfolio’s specific size makes this metric of limited usefulness for 
benchmarking and comparison purposes. 
 
(2) (Normalized) Carbon Emissions: measures the asset weighted carbon emissions of a portfolio 
normalized per million $ invested (expressed in tCO2-eq / million $ invested). 

 

(3) (Normalized) Carbon Intensity: measures the asset weighted carbon emissions of a portfolio normalized per million $ of revenue 
(expressed in tCO2-eq / million $ revenues). This metric provides an indication of the amount of GHG emitted by theholdings in a 
portfolio to generate 1 million $ of revenue. 
 
(4) The Weighted Average Carbon Intensity (WACI) is the sum product of the portfolio’s holdings weights 
and Carbon Intensities, where holdings’ Carbon Intensities are calculated as the company’s total carbon emissions divided by the 
company’s total revenues. 
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Disclaimer: 

This document is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor 
does it represent an investment recommendation or confirm any kind of transaction, except where expressly agreed. Although 
Candriam selects carefully the data and sources within this document, errors or omissions cannot be excluded a priori. 
Candriam cannot be held liable for any direct or indirect losses as a result of the use of this document. The intellectual 
property rights of Candriam must be respected at all times, contents of this document may not be reproduced without prior 
written approval. 

  

Warning: Past performances of a given financial instrument or index or an investment service, or simulations of past 
performances, or forecasts of future performances are not reliable indicators of future performances. Gross performances may 
be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the 
investor's country of residence are subject to exchange rate fluctuations, with a negative or positive impact on gains. If the 
present document refers to a specific tax treatment, such information depends on the individual situation of each investor and 
may change. 

  

The present document does not constitute investment research as defined by Article 36, paragraph 1 of the Commission 
delegated regulation (EU) 2017/565. Candriam stresses that this information has not been prepared in compliance with the 
legal provisions promoting independent investment research, and that it is not subject to any restriction prohibiting the 
execution of transactions prior to the dissemination of investment research. 

  

Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, 
prospectus, and all other relevant information prior to investing in one of our funds, including the net asset value (“NAV) of the 
funds. This information is available either in English or in local languages for each country where the fund’s marketing is 
approved. 

  

Specific information for Swiss investors: The appointed representative and paying agent in Switzerland is RBC Investors 
Services Bank S.A., Esch-sur-Alzette, Zürich branch, Bleicherweg 7, CH-8027 Zurich. The prospectus, the key investor 
information, the articles of association or as applicable the management rules as well as the annual and semi-annual reports, 
each in paper form, are made available free of charge at the representative and paying agent in Switzerland 


